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NATIONAL POLICY AND ISSUES 





PRC VICE PREMIER ON SEPARATING ADMINISTRATION, MANAGEMENT 
HK260348 Beijing CHINA DAILY in English 26 Dec 84 p 6 


[Text] Current efforts to separate administration frow management is a new 
phenomenon in the midst of economic reform. Tdan Jiyun, China's vice-premier, 
gave his views on the best way to revive the Chinese economy.in an interview 
with weekly magazine OUTLOOK. 


Tian said that it is of vital importance to divide work into administrative 
and managerial departments. Though there are no models to follow, China has, 
through experience, come to realize that this is the right way to revive its 
economy and let each state organization play its proper part in the present 
reforms. 


For a long time, many people in the economic field have held that state-owned 
enterprises must be managed by state organizations and that the right to own 
and to manage an enterprise is the same thing. Otherwise, the nature of the 
state ownership would be changed. 


As a result, some enterprises have become subordinate organs to administra- 
tive offices, and have been deprived of their right to supply and sales, per- 
sonnel distribution and finance. Under such tight control, enterprises had 
no vitality and there was no room for the development of productivity, since 
they had to turn over every bit they earned to the state and give each worker 
an equal share regardless of his or ber contribution. 


Experiments in recent years have shown that things would improve if the 

right to own and the right to manage an enterprise were divided, Tian said. 

If an enterprise is owned by the State, it does not necessarily mean that it 
should be managed by state may ask directors, managers and workers, who serve 
the society as a whole, to exercise the power to run each enterprise. 


Agricultural reforms have taught us that such a separation can be done and 
can succeed in industrial enterprises too. Since the end cf 1978, plots of 
land have been contracted out to farming households or individuals, and this 
has enabled farmers to have the right to fare the land, profit from it and 


prosper. 
At the same time, ownership of each plot of land still remains in the hands of 
the collectives and no one is allowed to trade land freely. 











It is time that state-owned industrial and commercial enterprises adopted 
appropriated policies and followed the example of rural areas, the vice- 
premier noted. 


With state ownership remaining dominant, each enterprise should be given the 
right to handle its own affairs in production, supply and sales and in other 
aspects of work. It should have independence ir making decisions concerning 
questions of management in accord with state plans and policies. 


On the other hand, the fixed assets and circulating capital of each enter- 
prise would still belong to the state, which would collect various taxes 
legally and leave some of the profits to the enterprise for its own expendi- 
ture. 


State superstructure should undergo an indepth change, Tian pointed out. 
Past and conventional ideas and methods should give way to new ones in keep- 
ing with the changing situation. Government organizations should free then- 
selves from the routine of enterprise management and devote more efforts to 
the overall planning of the economy. 


Their function should be to work out policies, set up and enact laws to deal 
with sconomic matters and strive to promote economic development, by provid- 
ing market information, helping enterprises with adjustment and supervising 
each step of work. 


CSO: 4020/57 











NATIONAL POLICY AND ISSUES 


GUANGMING RIBAO ARTICLE ON SCIENTIFIC SOCIALISM 
HK180406 Beijing GUANGMING RIBAO in Chinese 26 Nov 84 p 3 


[Article by Jia Chunfeng [6328 2504 1496]: “Develop Scientific Socialism in 
the Course of New Practice™] 


[Text] On the basis of the dynamic and creative socialist practice, the 
"Decision of the CPC Central Committee on Reform of the Economic structure" 
adopted by the 3d Plenary Session of the 12th CPC Central Committee has adhered 
to the principle of integrating the fundamental tenets of Marxism with China's 
realities, which has enriched Marxist theory on political economy as well as 
scientific socialism. 


Like the entire Marxist theory, scientific socialism has come into being 
through practice, has been endowed with vitality by practice, and has been 
constantly enriched and developed on the basis of practice. In a speech at a 
forum on the principles for the party's theoretical work delivered just after 
the closing ceremony of the 3d Plenary Session of the llth CPC Central Commit- 
tee 5 years ago, Comrade Deng Xiaoping pointed out: “Scientific socialism 
develops in the course of actual struggle, and so do Marxism-Leninism-Mao 
Zedong Thought. We will not, of course, backtrack fron scientific socialism 

tc utopian socialism, nor will we allow Marxism to remain arrested at the 

ievel of the particuler theses arrived at as long as a century ago. This is 
why we have often repeated that it is necessary to emancipate our minds, that 
is, to study new situations and solve new problems by applying the basic 

tenets of Marxism-Leninism-Mao Zedong Thought." The “decision” adopted by 

the current 3d Plenary Session of the 12th CPC Central Committee is precisely 

a brilliant document which has creatively applied the basic tenets of 
Marxism-Leninism-Mao Zedong Thought in studying new situations, solving new 
problems, summing up new experiences, and summarizing the new theory of China's 
socialist construction. It is also a brilliant document which has adhered to, 
enriched, and developed scientific socialism on the basis of new practice. 

it is the embodiment of the scientific summarization of the practical experi- 
ence of the history and reality of socialism. It includes the greatest Marxist 
theoretical courage in discarding certain static views on the understanding of 
socialism forged over a long period in the past which do not correspond to 
actual circumstances. It also comprises a series of new and important theo- 
retical summarization and expositions made in light of practice, which manifest 
the enormous progress achieved by our party in understanding the law of develop- 
ment of socialist society. 














By studying the “decision” from the angle of developing scientific socialism 
and from reunderstanding socialism in light of the new practical experience, 
I think we can obtain a great deal of significant and theoretical eniighten- 
ment. 


On the Fundamental Task of Socialism Being the Expansion of the Social 
Productive Forces 


This is an important guiding ideology and scientific thesis for upholding 
Marxist historical materialism and adhering to scientific socialism. On the 
question relating to the basic practice and policies of socialism, we suffered 
from the setback of taking class struggle as the key link for a long time in 
the past. Since the 3d Plenary Session of the 1]th CPC Central Committee, the 
reason why our party has repeatedly emphasized shifting the focal point of 
work onto the building of socialist modernization and has called on all work 
to serve this central link is that “if we deviate from the central link of 
economic construction, the danger of losing the material basis may exist" and 
we will be divorced from scientific socialism. Proceeding from tais point 

of view, our party has repeatedly pointed out in recent years that the funda- 
mental manifestation of the superiority of the socialist system is tc let the 
productive forces develop at a rapid pace, which was impossible in the old 
society, so as to gradually satisfy the people's increasing needs for material 
and cultural life; that the results of correct political leadership should, 

in the final analysis, be indicated in expanding the social productive forces 
and improving the people's material and cultural life; and that after the 
political line is determined, the only way for judging the leadership of a 
party committee of an economic department is to see whether or not this eco- 
nomic department has applied advanced management methods, carried out techni- 
cal innovations, raised lubor productivity, gained better profits, and increased 
the income of the individual laborers and the welfare benefits of the collec- 
tive. Party committees at all levels of all fronts should also use these cri- 
terie judge the correctness of their leadership. Only by conscientiously 
foste. .g the basic Marxist viewpoint of expanding the social productive forces 
can we thoroughly eliminate the ideological influence of “left” deviation. 
Naturally, while building a igh degree of material civilization, ve mst also 
build a high degree of socialist spiritual civilization. Furthermore, the 
building of socialist spiritual and material civilization should be guaranteed 
and supported by continuously developing socialist dempcracy. In short, hav- 
ing a clear idea of the fundamental task of expanding the social productive 
forces is a theoretical and political question related to the basic theory and 
practice of socialism and which has great and strategic significance. 


1 the Development and Reform of Socialist Society 


It is inevitable in history for the socialist system to replace the capitalist 
system. However, the socialist system itself should undergo the process of 
develop@ent, perfection, and reform. it cannot remain static and unchanged 
forever. The reform g@entioned here means to transform, under the prerequisite 
of the socialist system, the mutually connected links and aspects in produc- 
tion relations and the superstructure which do not correspond to the expansion 
of the productive forces. The fundamental purpose of reform is to expand the 
social productive forces so that we can create more social wealth and constantly 














Satisfy the people's increasing needs for materials and culture. The basic 
contradiction of socialist society is still the contradiction between produc- 
tion relations and the productive forces and that between the superstructure 
and the economic base. This can be regarded as a profound, inherent social 
source for carrying out reform under the socialist system. Naturally, such a 
basic contradiction uuder the socialist system is fundamentally different in 
nature from the contradiction between production relations and the productive 
forces and that between the superstructure and the economic base under all 
exploiting systems in the past. Moreover, the ways and methods for resolving 
the contradictions are also different. Therefore, such a reform is by no 
means a revolution in which one class overthrows the other, but is a process 
of self-perfection, improvement, and development on the basis of socialism it- 
self. After the 3d Plenary Session of the 1lth CPC Central Committee decided 
to shift the stress of party work onto socialist modernization, the CPC 
Central Committee put forward the task of reform. The 12th CPC National 
Congress clearly pointed out that economic and structural reform is an 
important guarantee for upholding the socialist road and carrying out the 
modernization program. The current CPC Central Committee session especially 
made an important decision on reform of the economic structure. Reform is 
the only way to perfect and develup the socialist system and to expand the 
social productive forces. It is therefore necessary to observe socialist 
society with the scientific development view of dialectical materialism and 
to firmly establish the viewpoint that socialist society will advance in the 
process of reform and bring about economic and social prosperity. 


On Socialist Society Being Full of Vitality 


The "decision" has pointed out that in citing facts about reform, we should 
provide party members and the masses with lively education in the theory and 
policies of the reform, which will help them realize that socialism with 
Chinese characteristics should be full of vitality, different from the rigid 
pattern of the past, and fundamentally different from the capitalist system. 
With regard to building socialism with Chinese characteristics, it is an 
important ideological and theoretical preparation and ideological and theo- 
retical building to get rid of the ideas of static and rigid patterns concern- 
ing socialism which are divorced from reality and which have taken shape for 
over a long time. Can there be a universally applicable model for socialism? 
No, certainly not. Because it will only deprive the vigor and vitality of 

the socialist cause. Since the 3d Plenary Session of the llth CPC Central 
Committee, our party has put forward the task of building socialism with Chi- 
nese characteristics. Under the new historical conditions, this is the mani- 
festation, application, and development of Comrade Mao Zedong and our party's 
basic idea of integrating the universal truth of Marxism with the concrete 
practice of the Chinese revolution so that “Marxism is concretized in China 
and that the Chinese characteristic is reflected in every expression." The 
"decision" has pointed out that socialism with Chinese characteristics should, 
first and foremost, be able to instill vitality into the enterprises and, with 
this key in mind, expounded on the various aspects related to reform of the 
economic structure, which enormously pushed forward and concretized the above 
basic idea. The “decision” is the blueprint for overall reform, which instilis 
vitality into the entire social and economic life of socialisa. It is a remark- 





able manifestation of the superiority of the socialist system over all exploiting 
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systems to instill vitality into the entire society so that the initiative, 
enthusiasm, creativity, and wisdom of all locxilities, units, and laborers are 
brought into full play. Therefore, it is the requirement of our economic 
system as well as the requirement of the political, scientific research, cul- 
tural, and education systems and the entire social management of our socialism 
to possess Chinese characteristics and to be full of vigor and vitality. 

The practice of scientific socialism cannot deviate from the guidance of the 
basic tenets of Marxism. Socialism can also not be realized by mechanically 
applying the words and phrases from Marxist works or by mechanically copying 
the patterns of other countries. Otherwise it would be an empty and rigid 
dogma instead of socialism and live Marxism which have developed in the course 
cf practice. The building of socialism with Chinese characteristics is a pro- 
cess of practice and not an outcome of certain forms of order. Therefore, in 
order to give full play to the advantages of the socialist system under the 
concrete conditions of our country so that our economic, political, scientific 
research, cultural, and education systems and the entire social life are full 
of vitality, we must undergo the process of creative practice under the 
guidance of basic Marxist tenets. Throughout the process we must adhere to 
the principle of emancipating our minds, seeking truth from facts, procecding 
from practice, and blazing new trails. 


On Revealing and Summarizing the Economic Characteristics of Socialism 


The essential features of socialism are expressed in the fields of politics, 
economy, and ideological culture (spiritual civilization). With regard to 
its economic feature, we stressed the importance of public ownership of the 
means of production, distribution according to work, and the planned economy 
and abolition of the exploiting system in the past. These were extremely 
important. In light of the experience of socialist practice, the "decision" 
has smashed the traditional idea of setting the planned economy against the 
commodity economy and held that the socialist planned economy is a planned 
commodity economy based on public ownership, in which the law of value mst 
be consciously followed and applied. The "decision" has also explained that 
a planned economy by no means excludes the application of the law of value and 
the growth of commodity economy; they in fact form a unity. These new exposi- 
tions and breakthroughs in theory have boundlessly deepened our understanding 
of the economic features of socialism. 


On Taking the Way to Common Prosperity in Socialist Society 


With regard to this issue, the "decision" has resolutely discarded the egali- 
tarian idea counter to the Marxist scientific view of socialism, which has 
great theoretical and practical significance. There has long been a midunder- 
standing about the distribution of consumer goods under socialism, as if it 
meant egalitarianism. Otherwise, it would be considered polarization and a 
deviation from socialism Facts have proved that such an egalitarian idea is 
the factor which dampens ° initiative of the laborers and hampers the social 
productive forces. It is beyond doubt that along with the development of the 
productive forces under the socialist system, it is necessary to gradually 
improve the material and cultural life of all members of society and to attain 
the objective of common prosperity. This is fundamentally different from the 
situation in capitalist society. However, the question is how should we 
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understand and realize common prosperity? In this speech which serve as the 
keynote address for the 3d Plenary Session of the llth CPC Central Committee, 
Comrade Deng Xiaoping pointed out: "In economic policy, I think we should 
allow some regions and enterprises and some workers and peasants to earn more 
and enjoy more benefits sooner than others, in accordance with their hard work 
and greater contributions to society." "This is a major policy which can have 
an effect on the whole national economy and push it forward.” ("Selected Works 
of Deng Xiaoping,” p 142) Not long ago Comrade Hu Yaobang specifically talked 
about this issue. He said: "In the principle of distribution, it is letting 
people get well-off one group after another and not polarization to allow some 
people to become rich first." This is because if the standard of living of 
some people is raised first, it will inevitably be an impressive example to 
their neighbors and the people in other regions and units will want to learn 
from them. This will help the whole national economy to advance wave upon 
wave and help enliven the entire economic life. Moreover, the differences 
caused within a certain period due to allowing some people to become rich first 
one only the differences between those who have taken the road to prosperity 
early or late, faster or slower, which will inevitably not lead to polariza- 
tion. On the contrary, if we hold that socialism is tantamount to egalitar- 
ianism, thus seriously dampening the enthusiasm of the people in production 
and leading the people to live in poverty, how then can we take the road to 
common prosperity? Common poverty is by no means socialism. Therefore, we 
must definitely get rid of the static and rigid metaphysical views and clearly 
understand that the major policy of encouraging some people to become rich 
first conforms to the law of development of socialism and is the road leading 
the whole people of socialist society to common prosperity. It is by no means 
a proposal put forward in light of any person's subjective will. 


On the Economic Function of the State Organs of Socialism 


In the practice of contemporary socialism, one of the important aspects of 
Marxist theory on the state is the question of how tocorrectly perform the 
basic function of exercising leadership and organizing economic construction. 
The 3d Plenary Session of the llth CPC Central Committee pointed out that it 
is necessary to tackle conscientiously the failure to make a distinction be- 
tween the party, the government, and the enterprise and to put a stop to the 
Substitution of party for government and the substitution of government for 
enterprise administration, to institute a division of responsibilities among 
different levels, types of work and individuals, enhance the authority and 
responsibility of administrative bodies and managerial personnel, reduce the 
number of meetings and amount of paper work to raise work efficiency, and 
conscientiously adopt the practices of examination, reward and punishment, 
promotion and demotion. The “decision” adopted by the current 3d Plenary 
Session made explicit expositions on separating government from enterprise 
function so that government organs can properly perform their function of 
managing the economy. The separation of party from government to the separa- 
tion of government from enterprise function indicates the enormous progress 
we have achieved in handling the relations between the party, the government, 
and the enterprise. In the past, we often confused ownership by the whole 
people with enterprises directly managed by state organs conceptually. in 
practice, however, those enterprises directly managed by state organs are 
bound to engender subjectivism and bureaucratism and restrain the initiative 
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of enteiprises. The current "decision" made definite stipulations on the 
limits of authority and what the state organs and enterprises should manage 
respectively. The fact that enterprises can flexibly choose their operation 
and management methods has enhanced the capability of self-transformation and 
self-development of the enterprises, which is advantageous to the consolida- 
tion and perfection of the socialist ownership by the whole people. The 
"decision" points out: "The separation of the functions of government and 
enterprises as well as simpler and decentralized administration constitutes 

a deepgoing transformation of the socialist superstructure. When the struc- 
ture changes, the organization and the style of thinking and work should also 
change." The reform of the economic structure has put forward new require- 
ments for the installation, distribution, leading methods, and mode of activi- 
ties of the administrative organs. Provided we can constantly make explora- 
tions and conscientiously sum up practical experience in this respect, we will 
certainly be able to further enrich the theory on effectively giving full play 
to the economic functions of the state organs of socialism. 


On the Development of Socialsit Society and the Exploitation of Talented People 
and Intellectual Resources 


Science, technology, and education play an extremely important role in the 
development of the national economy and in the overall progress of socialist 
society. In recent years, why has the CPC Central Committee time and again 
Stressed the importance of respecting knowledge and talented people and of 
exploiting intellectual resources? Without making such efforts, it will be 
impossible to build socialism. Comrade Deng Xiaoping said that the 10 

articles in the "decision" are all very important, but the most important one 
is Article 9, namely, “respecting knowledge and talented people." The key 

to success or failure depends on whether we can discover and promote talented 
people. This instruction helps us to profoundly understand the great impor- 
tance of the issue on talented people and exploiting intellectual resources 

to the development of socialist society. The "decision" has used a special 
section to explain the necessity of training a mighty contingent of managerial 
and technical cadres for the socialist economy and of qualified personnel in 
all trades and occupations for the whole chain of enterprise management, in- 
cluding directors (managers), chict engineers, chief economic managers, chief 
accountants, and party secretaries. This is the objective demand of the build- 
ing of socialist modernization, which profoundly reflects the inherent demand 
and the law of development of the progress of the socialist society. 


Marx once said: “Theoretical plans can be perfect only by accummlating a great 
deal of practical experience." ("Collected Works of Marx and Engels," Vol 23, 
p 417) The reform of the economic structure carried out in China is an 
extremely complicated mass exploration and pioneering cause. It is a great 
practice of the people ied by the party to perfect and develop the socialist 
system and to invigorate China's entire economy. It has extensively been car- 
ried out on a wide range and has brought about profound changes in all fields. 
We must constantly deepen our scientific understanding of socialism so that 

our understanding can advance along with practice. 
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NATIONAL POLICY AND ISSUES 


SYMPOSIUM DISCUSSES CHINESE POLITICAL ECONOMY 
HK180621 Beijing GUANGIZNG RIBAO in Chinese 2 Dec 84 p 3 


[Report edited by Peng Kehong [1756 0344 1347] and Zhang Shaojie [1728 1421 
2638]: “Looking for a Theory of Political Economy With Chinese Characteris- 
tics--Roundup of the National Symposium on the Theory for Restructuring the 
Economic System"--first paragraph is GUANGMING RIBAO introduction--capitalized 
passages published in boldface] 


[Text] The national symposium on the theory for restructuring the economic 
System sponsored jointly by the China Economic Structural Reform Society and 
the China Society for the Study of the Section of Political Economy Concerning 
Socialism was held in Anhui Province's Chaohu City from 6 to 13 November 1984. 
This was the first symposium of its kind held since the 3d Plenary Session of 
the 12th CPC Central Committee. The meeting pointed out: The "Decision of 
the CPC Central Committee on Reform of the Economic Structure” is a Marxist 
document of historical significance in the history of the Chinese socialist 
economy and will have a great impact on the world commmity. Proceeding from 
China's actual conditions, the "Decision" has charted a socialist economic 
model with Chinese characteristics and made great breakthroughs in numerous 
theorstical issues. It is indeed a work of socialist political economy with 
Chinese characteristics which combines Marxism with China's reality. Having 
studied the "Decision," the participating comrades had a lively discussion on 
the major theoretical questions raised in the "Decision" and the practical 
problems cropping up in the course of reform. We publish a roundup of the dis- 
cussion here. 


A Socialist Planned Commodity Economy 


THE NATURE OF REFORM AND ITS THEORETICAL BASIS. Quite a few comrades have 
pointed out: The on-going economic structural reform in China is an improve- 
ment of the socialist economic system and at the same time, a profound change 
of the previous fossilized economic pattern. Fundamentally speaking, the pur- 
pose of this reform is to shift China's economy from the track of a product 
[chanpin 3934 0756] economy to that of a commodity economy. It will bring 
about a profound change in such areas as the relationship between the enter- 
prises and the state, the relationship between working people and the enter- 
prises, the methods by which the state manages the economy, and the methods of 
regulating economic performance. It will help to better realize the socialist 


public ownership system, the purpose of socialist production, and the principle 
of distribution according to work, and further perfect the socialist economy. 











The participating comrades held the consensus view that the theoretical basis 
of conducting reforms is that the relations of production must be commensurate 
with the productive forces and the superstructure must be suited to the economic 
base. However, we will be in no position to sum up the characteristics of the 
present reform if we confine our understanding exclusively to the knowledge of 
the principal contradiction of a socialist country. The theoretical basis of 
the economic pattern the present reform aims t» establish must be a planned 
commodity economy operated on the basis of socialist public ownership. It 
must be said that the whole "Decision" is indispensable to this theory. 


THE ESSENTIAL CHARACTERISTIC OF THE SOCIALIST ECONOMY. The participating con- 
rades held: The planned commodity economy is the essential characteristic of 
the socialist economy. The traditional concept is to set the planned economy 
against the commodity economy and to deny that the socialist economy is a com- 
modity economy. The “Decision” combines the former with the latter. Under 
socialism, the interests of working people are identical but different and it 
is, therefore, necessary to practice a planned commodity economy. Many com- 
rades pointed out: The previous-grounds of argument for negating the social- 
ist commodity economy, such as exaggerating its “spontaneity” and “blindness” 
and one-sidedly stressing the “after-the-even character" of the regulatory 
role of the law of value, were all untenable. Some comrades made relatively 
incisive criticism of the theoretical basis for these grounds of argument, 
namely, the "Theory of Product Economy,” pointing out that the essence of the 
"Theory of Product Economy" is the "Theory of Natural Economy" and its crucial 
point is denying that the planned economy is an indispensable stage in the 
development of society. The difference between capitalist and socialist eco- 
nomy lies not in whether or not the commodity economy exists, because as a 
mere economic form which falls into the category opposite to the natural and 
product economy, the commodity economy itself does not indicate what its nature 
is. The fundamental difference between socialism and capitalism lies in the 
fact that a system of joint labor is practiced under the former and a system 
of wage labor is followed under the latter. Therefore, the difference between 
capitalist and socialist economy does not lie in whether a planned or market 
economy is operated. The market and commodities are closely related and the 
market economy and the commodity economy are facets of the same concept. 
Therefore, one may well say the socialist economy is a planned market economy. 


DIVERSE ECONOMIC FORMS AND METHODS OF MANAGEMENT. During the discussion, many 
comrades pointed out: Because the level of China's productive forces is not 
high and is very uneven, to establish a socialist economic structure full of 
vitality, it is necessary to develop three economic sectors, to open up three 
markets, and to use three methods of distribution. 


The three economic sectors refer to the socialist economy, the semi-socialist 
economy, and non-socialist economy. The socialist economy includes the economy 
under the system of ownership by the whole people and the economy under the 
system of collective ownership; the semi-socialist economy embraces joint ven- 
tures using Chinese and foreign investment, joint state-private enterprises, 
and cooperative businesses based on inviting shareholders and distributing 
dividends among them; and the non-socialist economy consists of the individual 
economy, privately-operated enterprises, and wholly-owned foreign enterprises. 
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Among them, the economy under the system of ownership by the whole people 
constitutes the leading force, the economy under socialist public ownership 

is the main body, and the semi-sucialist and non-socialist economy are a use- 
ful and necessary complement to the former. Some comrades did not agree with 
this method of determination, arguing that we should grasp the essential dif- 
ference between these economic forms in our theoretical study and should not 
put hats on, or determine status for these economic forms in an oversimplified 
manner. 


The three markets refer to the commodity and money markets as well as the labor 
"market" (this refers to the market of labor flow and not to the market where 
lebor is bought and sold as a commodity). Some comrades maintained: With the 
development of the commodity economy and the coexistence of various forms of 
ownership, there will inevitably emerge a horizontal flow of funds and ‘abor 
and it is, therefore, a task of top priority to establish the money market and 
the labor "market." Some comrades held: Under socialism, labor is not a com- 
ity and the labor market is non-existent. However, all participating com- 
races widely held: In the course of the devleopment of the cwmmodity economy, 
the horizontal flow of human, financial, and material resources is bound to 
increase and how to understand and direct this flow and how to master it theo- 
retically are important theoretical problems which we should study thoroughly. 


By the three methods of distribution, we mean personal income is determined 

by the amount of work done, enterprise performance, and the amount of capital 
contributed. Production determines distribution. So long as diverse economic 
forms and methods of management coexist, there will surely be diverse forms of 
distribution, of which distribution according to work is the main form and 

the others are supplementary forms. 


THE APPROPRIATE SEPARATION OF OWNERSHIP FROM THE POWER OF OPERATION. All 
participating comrades unanimously held: The ownership of an enterprise under 
the system of ownership by the whole people can and also must be separated 
from its power of operation. This is necessary for the socialization of pro- 
duction and the development of the commodity economy. In the light of experi- 
ences gained in reform over the last few years, some comrades pointed out: In 
the course of enterprise enlarged reproduction, the proportion of investment 
made independently by enterprises or contractors as well as lease-holders will 
grow. If this portion of funds is turned over to the state, the enthusiasm of 
enterprises or individuals will be dampened and if it is turned over to enter- 
prises or individuals, the ownership nature of enterprises will change. This 
indicates that the separation of ownership from the power of operation can 
only be limited and not complete. Some comrades held: This fact shows that 
the future ownership relations of an enterprise will be, in the main, a “com- 
pound ownership” res:Iting from the simultaneous application of mltiple 
enterprise ownership relations. Still other comrades maintained: The system 
of ownership by the state can be called the system of ownership by the enter- 
prises. The latter has two meanings: One is that the staff and workers of 

an enterprise own the enterprise’ means of production and this is similar to 
the system of collective ownership and the other is that the individual staff 
members and workers of an enterprise have the right to contract for the enter- 
prise and this is in the nature of social ownership. Of these two meanings, 
the latter is more appropriate. 
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Distribution According to Work and Wage Reform 


THE QUESTION OF TWO-TIER DISTRIBUTION. The participating comrades held the 
consensus view that enterprises’ wages and bonuses should be linked to their 
economic results. However, there are three divergent views on this question. 
The first view holds that linking the wages and bonuses of the staff and work- 
ers of an enterprise with its economic results will surely mean practicing a 
two-tier method of distribution according to work whereby the first tier means 
that the total volume of wages of an enterprise is determined by the state 
according to its economic results and the second tier means that the enterprise 
distributes the total wage volume aiong its staff and workers according to their 
work. The process of distribution according to work is a process of an exchange 
of equal amounts of labor. To achieve this process, it is necessary to conduct 
the exchange according to socially necessary work time. Therefore, in the com- 
modity economy at the present stage, the work referred to the notion of dis- 
tribution according to work should be labor calculated on the basis of value. 
Because production and exchange are carried out among individual enterprises, 
the units where the socialwide distribution according to work is carried out 
should, first and foremost, be enterprises. In real distribution, external 
factors have an impact on the creation and realization of value by enterprises 
in many ways but these influences are removable. For this reason, we should 

not negate the two-tier distribution according to work. 


The second view maintains that linking the wages and bonuses of the staff and 
workers of an enterprise with its economic results is a two-tier distribution 
rather than two-tier distribution according to work. First, because the forma- 
tion and realization of value is affected by many factors in addition to the 
labor contributed by enterprise staff and workers’ second, this kind of dis- 
tribution is in fact the preliminary distribution of national income, in which 
the formation and relationship of payment for labor has not yet taken shape; 
and third, the notion of distribution according to work refers only to the fact 
that distribution is conducted according to the amount of labor contributed by 
individuals but “linking" obviously does not refer to conducting distribution 
according to the amount of labor contributed by individuals. The first tier 
distribution is distribution conducted according to value and only the second 
tier distribution is distribution conducted according to work. 


The third view argues that neither two-tier distribution according to work 

nor two-tier distribution exist. Its main grounds are first, judging from the 
total social products, C and V in the total social products are the portions 
used to make up the means of production and live labor consumed in production, 
which should be deducted before M is distributed between the enterprises and 
the state. Obviously, the question of the state practicing the distribution 
according to work among enterprises is non-existent. Only V itself and the 
reward fund set up in enterprise funds can be distributed to individuals in 
accordance with the principle of distribution according to work. Therefore, 
the argument of two-tier distribution according to work is untenable. Second, 
the total amoung of wages of an enterprise is not given by the state and, as 
a part of the enterprise's income, it is created by its staff and workers 
through their labor. As a matter of fact, it belongs to the staff and workers 
of the enterprise as a whole. Why then is it necessary for the state to con- 
duct distribution among enterprises? It can thus be seen that the argument 

of two-tier distribution is also untenable. 
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A number of comrades pointed out: While studying this problem, we should 
combine theory with practice and thoroughly study how to apply the principle 
of distribution according to work in the socialist planned commodity economy. 


THE QUESTION OF LINKING WAGES WITH PRIMES. The participants generally held: 
Linking wages with prices is an important task of the price and wage reforms 
and its theoretical basis is that we should practice the principle of dis- 
tribution according to work so as to ensure that real wages will not decline 
due to the wage reform and to avoid the disconnection between nominal and real 
wages. 


There are two divergent views on which is better: Linking wages with prices 
covertly or overtly. One view holds that if wages are linked with prices 
covertly, we can act more freely. If the linking is done overtly, it will 
possibly bring about a spiralling price rise and also affect the living 
standards of staff and workers who have low incomes but heavy financial bur- 
dens. The other views argues that if wages are linked with prices covertly, 

it will not be strong enough to guard against the danger of being disconnected. 
This is because the readjustment of wages is closely related with revenue and 
expenditure. If financial difficulties occur, the ‘inking will come to nothing; 
although wage readjustments are made once in several years, real wages will 
still fall during the intervals; and the real wages of retired staff and work- 
ers and the staff and workers with a high pay whose wages have not been in- 
creased for years cannot be ensured. The common practice of linking wages 
with prices covertly is promotion in wage grade and rank but is highly likely 
to encourage egalitarianisn. 


The participating comrades proposed that to make the work of linking wages 

with prices a success, we carry it out on the basis of developed production 

and increased income, improve statistics work and enhance the accuracy of price 
indices, carry it out simultaneously with price and wage reforms, and do it in 
an active, reliable, and planned way and step by step. 


The Pricing System and the System of Price Control 


THE PROJECTED PATTERN OF PRICE REFORM. The participating comrades widely 
held: Doing a good job in the price pattern is an important link in correctly 
instituting price reform. There are mainly two views on this question. One 
is that the basic defect of China's previous structure was that while negating 
the three functions of market mechanism--automatic regulation, competition, 
and creativeness--in a summary manner, we failed to find a proper mechanism 

to replace these functions. The orientation and objective of the economic 
structural reform are bound to be the recovery of the functions of market 
mechanism on the basis of public ownership. Therefore, the projected pattern 
of price reform is one that changes the planned pricing system characterized 
by relatively fixed price differentials into a system of floating and free 
prices, which can respond quickly to changes in the relation between market 
supply and demand. Other comrades who held a similar view maintained that this 
system of floating and free prices is in fact a system of “planned market 
prices." The effectiveness of pricing mechanism depends on the stability of 
price levels and the flexibility of reiative prices. The state plan shovld 
put price levels under control but not necessarily fix any relative prices. 
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The socialist market is formed unde: macroscopic control and microscopic 
choices are carried out under the guidance of state planning. In the economy 
under this condition, planning regulates the market and the market forms 
prices. Hence, socialist market prices mean planned market prices. 


The other is that China‘s price reform is aimed at establishing a price pat- 
tern under which planned, floating, and free prices are used simultaneously. 
While affirming the assertion of the first view on free and floating prices, 
the comrades who held the second view pointed out: It is still very neces- 
Sary to apply planned prices to some products. If all products are subject 
to free and floating prices, this will generate a relatively big fluctuation 
in the supply and demand of certain products. Moreover, in a developing 
country like China, fixing prices exclusively on the basis of the free choice 
of consumers will be detrimental to the change of industrial set-ups and 
socio-economic development. So long as the proportion of products subject 

to state planned prices is appropriate and can be adjusted promptly according 
to the interests of society and the relations between market supply and 
demand, planned prices will not impair the regulatory role of the law of 
value. 


THE BASIS OF THE FORMATION OF PRICES AND THEORETICAL PRICE. There are three 
views on this question. 


The first view holds that the socialist theoretical price is a longstanding 
and balanced price. The so-called longstanding and balanced price has two 
meanings: Judging from the relations of production, a balance should be 
achieved in people's material interests and seen from the angle of productive 
forces, a balance should »e struck in the rational disposition of all kinds 

of resources. Theoretica’ price is non-existent in reality. It is manifested 
only in price fluctuations. In understanding the significance of theoretical 
price, we aim at working out certain ideal standards and implementing them 
through planning mechanism. 


The second view maintains that the producer price provides the foundation for 
socialist prices. We should follow Marx's theory of labor value, on which we 
should advance our own theory of producer price. 


The third view argues that under socialist conditions, the basis for fixing 
prices is regulated [ji zhi 2623 0455] price. This is because balanced price 
deals only with the outer form of price movement. In any commodity economy, 
the form of price movement is expressed in balanced price. Therefore, the 
theory of balanced price fails to grasp the tuternal laws governing the price 
movement in the socialist commodity economy. The advocates of this theory also 
disagree with mechanically copying Marx's theory of producer price, because 
socialist commodity production is carried out on the basis of public ownership 
and the principle of distribution according to work, and the key to the social- 
ist price fluctuation lies in the difference between the capabilities of 
various economic bodies to produce economic results under the different facets 
of the basic economic system and economic patterns. Therefore, the calculation 
of theoretical price should be based on the choice of economic patterns and 

the two should be formed into an integral whole. 
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Invigoration of Enterprises and Separation of the Functions of Government 
and Enterprises 


THE THEORETICAL BASIS OF INVIGORATING ENTERPRISES. Some comrades held: Enter- 
prise vitality refers to an enterprise constantly :aising economic results 
stimulated by the simultaneous application of its internal driving force and 
external pressure. Whether an enterprise is invigorated depends first, on 
whether or not the enterprise can improve the quality of microeconomic organi- 
zations to a maximum extent; second, on whether or not the enterprise can 

adapt itself flexibly to market demand and work hard for technological progress; 
and third, on whether or not the enterprise has the ability to transform and 
develop itself. Some comrades held that the invigoration of enterprises was 
conducted in accordance with the theory that regards an enterprise as a rela- 
tively independent economic body and a socialist commodity producer and opera- 
tor; other comrades maintained that it was conducted in accordance with the 
theory asserting that “ownership can be duly separated from the power of opera- 
tion,” and still other comrades argued that it was conducted in the light of 
the current situation in which there is a dual relationship of ownership in 

the existing system of ownership by the whole people, namely, ownership by 

the whole people in terms of overall situation and fundamental interests and 
collective ownership by enterprises within given limits and in a certain sense. 


HOW TO INVIGORATE ENTERPRISES. Some comrades pointed out: To invigorate 
enterprises, it is necessary tc expand the powers of enterprises to carry out 
their operations independently, including the powers to arrange production, 
supply, and marketing, to fix prices, to expand reproduction, and to conduct 
distribution according to work. Other comrades held: To understand this ques- 
tion both macroeconomically and microeconomically, it is necessary to strengthen 
the reform of every aspect of the economic structure, to vigorously simplify 
administrative procedures and delegate powers *o lower levels, and to enact a 
comprehensive “Bankruptcy Law” as quickly as possible. Still other comrades 
argued: It is not necessary to enact any “Bankruptcy Law" since the state 
should not let state-owned enterprises go bankrupt under socialisn. 


All participating comrades held: If we already have ample external conditions, 
we should correctly handle the relationship of authority, responsibility, and 
benefit between enterprises and their staff and workers and kindle the active 
wisdom and creativity of mental and manual workers. They proposed that the 
following measures be adopted: The total wages of enterprises should be linked 
with the results of enterprise operation and the personal incomes of their 
staff and workers should be linked with their job performance, the difference 
between the wages of enterprise directors (managers) and other staff and work- 
ers should be widened; enterprise staff and workers have the right to supervise 
their leaders; and the methods of encouraging enterprise staff and workers to 
become shareholders of their own enterprises should be popularized. 


Some comrades particularly pointed owt: Iavigorating large enterprises is 

the key to instilling vitality into the enterprises as a whole. This is be- 
cause large enterprises undertake the production of the various major products 
vital to the national economy and the people's livelihood and the main source 
of state revenue. They are the main force stimulating the development of 
technology and hold a vital position in the national economy. At present it 
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is advisable to adopt a double-track system in regard to materials, plannirg, 
and prices, to expand the right of enterprises to market their products through 
their own channels and their right to fix prices for the products which they 
are entitled to market through their own channels, and at the same time, to 
give large-sized enterprises the power to make investments and to allow them 
to invest in other enterprises and regions, and it is also necessary to 
invigorate large-sized enterprises on an enterprise-running enterprise basis. 


SEPARATION OF THE FUNCTIONS OF GOVERNMENT AND ENTERPRISES. Some comrades 
pointed out: The theoretical basis for separating government from enterprise 
functions is that the government and the enterprise are two organizations 
entirely different in nature. the principle and mechanism of their functions 
are entirely different. The government is an administrative organ whose func- 
tions are to exercise dictatorship and to regulate the economic interests of 
all social strata and quarters and whose functioning forms are based on 
adwinistration and laws with vertical orders and their enforcement as the main 
principle. The enterprise is an economic body whose functions are to carry 
out production and operation and whose functioning forms are based on horizon- 
tal economic relations with material benefits and products commensurate with 
input as the main principle. The practice of substituting the functions of 
the enterprises for those of the government and making no distinction between 
government and enterprise functions has resulted in the subordination of eco- 
nomic relatiors to political relations and the suppression of enterprise 
vitality. 


The participating comrades held: The separation of government and enterprise 
functions should be carried out step by step in an orderly way and by stages. 
It is necessary to change the ways and means by which the government manages 
the economy on the basis of correctly determining the limits of duties incun- 
bent on the government and enterprises. Otherwise, it will be difficult to 
attain the goal of separating government and enterprise functions. It is, 
therefore, necessary to change the passive concept that regards the simplify- 
ing of administration and the delegating of powers to lower levels as a change 
in the “affiliation” of enterprises and the present practice of delegating 
powers rigidly level after level down and necessary to take a direct road by- 
passing the local level. 


The comrades pointed out: Separating government and enterprise functions and 
bringing the central role of cities into play condition and supplement each 
other. Invigorating enterprises will help cities give play to their central 
role, and bringing the central role of cities into play will create conditions 
for separating government and enterprise functions and invigorating enterprises. 
The cities are the center of policies, economy, culture, science and technology, 
and information as well as the hub of communications. They have many functions 
and influence and attraction resulting from the simultaneous application of 
these functions. Ali these will provide enterprises with good external condi- 
tions and help them get rid of the affiliation of departments or regions at 
different levels and achieve the reform objective of separating government and 
enterprise functions. 
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Many comrades pointed cut: Bringing the central role of cities into play is 
indispensable to the exercise of the functions of city governments. Although 
the exercise of the administrative power of city governments is confined to vy 
the areas under their own jurisdiction, it can promote the cities to play 

their central role through doing a good job in the various fields of work, 

such as urban planning, construction, and management and can further create 
favorable conditions for enterprises to carry out their operations independert- 
ly and avoid creating new barriers between departments or regions. Therefore, 
city governments must change the methods of management with which they direct- 
ly control and participate in the production and operations of enterprises 

and attach importance to bringing the role of cities into play. Only in this 
way can the functions of government and enterprises be separated and enter- 
prises invigorated in the present reform. 


At the same time, after the functions of government and enterprises are 
separated, importance should be attached to the role of trade management. 

All participating comrades held: Trade management is developed on the basis 
of the division of labor in society and commodity production and is the objec- 
tive demand of socialized mass production. It is, therefore, necessary to 
practice trade management at different levels in the light of actual condi- 
tions. First, the functions of government organs should focus on managing the 
trades from enterprises. Trade management is different from departmental 
management. Having nothing to do with the affiliation of enterprises, the 
function of trade management is to examine, guide, and regulate enterprises 

as required mainly using planning, information, snd legal and other administra- 
tive means. Second, vigorous efforts should be made to develop trade associa- 
tions. A trade association plays the role of a bridge between the government 
and the enterprises, being both an adviser to the enterprises and assisting 
the government to manage the trades. 


The main task of trade management is to formlate long-term development plans 
for the specific trades, to study and work out the specific policies of the 
specific trades in accordance with state principles and policies, and to 
organize and draw up the plans for the development of products and the popu- 
larization of new techniques and technologies of the specific trades. As 
non-governmental organizations, trade associations must play the roles oi 
economic and technological centers, centers for exchanging experiences, opera- 
tional guidance centers, and technical training centers. 


The Kelationship Between Regulation by Planning Mechanism and that by Market 
Mechanism 


THE RELATIONSHIP BETW°EN MANDATORY AND GUIDANCE PLANNING. One argument holds 
that putting guidance  lanning into a dominant position is detrimental to both 
invigorating enterprises and to really achieving a macroeconomic balance. 

It is, therefore, necessary to establish a new system of planned management 

in which guidance planning plays a leading role and mandatory planning a sup- 
plementary one. Some comrades still emphatically pointed out: The assertion 
of mandatory planning playing a supplementary role has its specific meaning, 
namely, only when macroeconomic and microeconomic interests depart seriously 
from each other and we have failed to guide and force the latter to serve the 
former by relying exclusively on guidance planning can we solve this 
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contradiction through mandatory planning. However, since guidance planning 

is in a position, on many occasions, tc complete the important task of coordi- 
nating macroeconomic and microeconomic interests independently, the users of 
mandatory planning is thus not necessary. 


Another argument holds that guidance planning is a form of combination of plan- 
ning and market mechanism. In a planned commodity economy, the combination 

of planning and market mechanism is an objective demand. Being the specific 
forms of the total labor of society distributed in proportion, they can thus 
be combined. However, the two are also mutually contradictory. This is 
because labor under planning mechanism is direct social labor while labor 
under market mechanism is indirect social labor, hence the two mechanisms are 
vastly different in decisionmaking, information, labor, and other systems, and 
the two are mutually antagonistic to a certain extent. This state of affairs 
determines that 1) the scope of guidance planning should be expanded but it is 
in no position tc completely replace mandatory planning because contradict ions 
still exist (including some requirements of social interests which cannot be 
reflected through the market, such as the exploitation of new technologies 

and important investment projects) between social interests and local and 
partial interests, some of which cannot entirely be coordinated using economic 
levers; and 2) it is not appropriate to use the notion of the leading role of 
mandatory planning and the supplementary role of guidance planning to illus- 
trate the relationship between the two, because there is originally a mltiple 
combination of possibility between the two and people can and must make dif- 
feren- choices in the light of the changes in the economic situation at 
various stages. It simply does not work to give up making one's choices and 
Stick to a rigid pattern. 


HOW TO ACHIEVE AN EFFECTIVE MACROECONOMIC CONTROL. The participating comrades 
unanimously held: No matter which is given priority, mandatory or guidance 
planning, it is necessary to take the proportion of the two major categories 
and of accumulation and consumption and the scope and orientation of invest- 
ment as the main targets of macroeconomic control. Once these major propor- 
tional relations are handled satisfactorily, the other problems can be readily 
solved. On the other hand, both mandatory and guidance planning mst be based 
on the conscious application of the law of value and at the same time, it is 
necessary to regard those economic means which are in the category of value 

as an important means to achieve a macroeconomic control, and those contro! 
means which are in the category of material objects as a secondary means which 
plays a supplementary role. 


CSO: 4006/220 
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PROVINCIAL AFFAIRS 


JIANGXI GOVERNOR ON OPENING TO OTHER AREAS 
0W231405 Shanghai JIEFANG RIBAO in Chinese 18 Dec 84 p 1 
[“Special dispatch” by reporter Mao Yongxiong from Nanchang on 17 December] 


[Excerpts] In a recent interview with the JIEFANG RIBAO reporter, Jiangxi 
Governor Zhao Zengyi and Vice Governor Ni Xiance said: Jiangxi's participation 

in the Shanghai economic zone will contribute to integrating Jiangxi's superiority 
in resources with the superiority of East China's coastal areas in capital, equip- 
ment, technology, and talented people to build a new production force, bring 

about faster development of the economic zone, and quicken the pace of national 
construction. 


Comrade Zhao Zengyi said: Jiangxi's participation in the economic zone shows 

the State Council's concern for us, and the support given by Shanghai, Jiangxu, 
Zhejiang, Anhui, and other fraternal measure to implement the decision of the 
party Central Committee on reform of the economic structure. Regions on the 
middle and lower reaches of Chang Jiang, with Shanghai as the Center, have always 
had close economic relations among themselves. However, the backward economic 
management system in the past prevented the various provinces and Shanghai from 
achieving economic efficiency through cooperation. The expansion of the economic 
zone is an important move in urban structural reform and a very good thing. It 
will play an important role in the economic development of East China, especially 
of economically backward areas such as Jiangxi. We firmly support the decision 
of the State Council and are determined to actively play a part in this greatly 
significant move. 


Zhao Zengyi and Ni Xiance said: Jiangxi is a province with abundant resources 
both on the land surface and underground. But because of various reasons, its 
economic development is slower than that of advanced fraternal provinces and 
municipalities. It also lacks capital, equipment, and talented people. The 
party Central Committee and the State Council instructed us to implement the 
policy of opening to the outside world, to “import from abroad and cooperate 
domestically,” and to develop lateral economic cooperation in order to quicken 
Jiangxi's development. Since the beginning of this year, in line with Comrade 
Hu Yaobang's instruction that “Jiangsi learn from Jiangsu, and Jiangsu help 
Jiangxi's development,” Jiangxi has entered into economic and technical coopera- 
tion with nine provinces and municipalities including Jiangsu, Shanghai, Zhe- 
jiang, Anhui, and Tianjin, with the amount of capital introduced to Jiangxi 
totaling 120 million yuan. During his recent inspection, Comrade Hu Yaobang 
again instructed us: Make bolder efforts to enliven the economy and open to 
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the outside world. The provincial party committee and government have further 
clarified the principle of opening up domestically, by saying: emancipate the 
mind, open up to fraternal provinces and municipalities, work for mutual benefit 
and interest, and even concede benefits to partners. Conceding benefits to 
partners here means formulating more beneficial policies than other provinces 
in order to attract partners. Because we have already conceded benefits to 
fraternal provinces and municipalities, we should all the more concede benefits 
to the economic zone. As long as the benefits stay within our country, it will 
not change the situation. We eanestly hope to more extensively develop multi- 
channel economic and technical cooperation with Jiangsu, Zhejiang, Shanghai, 
Anhui, and other provinces and municipalities and integrate their capital, ad- 
vanced technology, equipment, and talented people with Jiangxi's resources. 

The quicker the integration, the faster the production force will be built. 
[passage omitted] 
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PROVINCIAL AFFAIRS 


MEETING ON FOREIGN ECONOMIC RELATIONS HELD 
S$K290550 Shenyang Liaoning Provincial Service in Mandarin 2200 GMT 28 Dec 84 


[Text] The provincial work conference on foreign economic relations and trade 
that ended on 26 December held that the province should center the work of 
foreign economic relations and trade on transforming and enlivening the old in- 
dustrial base of Liaoning in order to vitalize Liaoning, serve the entire nation, 
and advance toward the world. 


The conference pointed out: The year 1984 was one in which the province had 
initially created a situation in the work of foreign economic relations and trade. 
Using foreign funds and importing technology is an important measure for vitali- 
zing Liaoning and transforming old enterprises. 


The conference defined the targets for work regarding foreign economic relations 
and trade in 1985. A group of large enterprises should get directly in touch 
with foreign firms with regard to using foreign funds and importing technology. 
The medium-sized and small enterprises should be encouraged and supported in 
using foreign funds and importing technology. We must strengthen the building 
of ranks of talented persons in enterprises and carry forward the spirit of 
reform and creating new work in an effort to make greater achievements in the 
province's work involving foreign economic relations and trade. 


CSO: 4006 
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PROVINCIAL AFFAIRS 


SHAANXI ISSUES CIRCULAR ON EXAMINING PRICES 
HK270408 Xian Shaanxi Provincial Service in Mandarin 1130 GMT 24 Dec 84 


[Text] The Provincial Price Bureau recently issued a circular on carrying out 
a large-scale examination of prices during the New Year and Spring Festival. 


The circular pointed out: At present many enterprises, institutions and indi- 
viduals face problems when implementing policy on pricing. Some of them have 
taken advantage of the reform to arbitrarily hike prices and to disrupt the mar- 
kets. Some resell at a profit durable goods, industrial goods, and consumer 
goods as well as the means of production. Some are shortchanging in measures, 
providing inferior goods, mingling in impurities, committing fraud, and hiking 
prices in a disguised way. Some even seek profits by engaging in speculation. 
All these are harmful to the interests of the state and consumers, and also 
obstruct the economic structural reform from proceeding in a smooth way. 


The circular urges that price departments in various localities should organize 
the forces of the departments concerned during the 1985 New Year and Spring 
Festival to launch an extensive and profound examination of prices. We should 
criticize and educate, in connection with the relevant policies and regulations, 
the units and individuals who violate the policies and regulations on pricing. 
We may even resort to economic punishment or other measures. 
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PROVINCIAL AFFAIRS 


ZHEJIANG'S WANG FANG ON PRICE INSPECTION 
0W291351 Hangzhou ZHEJIANG RIBAO in Chinese 18 Dec 84 p 1 


[Excerpts] Comrade Wang Fang recently wrote the following instructions on a price 
inspection report: “Continue to deepen the inspection, seriously deal with those 
who violate price regulations, and protect the interests of consumers.” 


Price inspections conducted not long ago in various localities of our province 
showed that arbitrary price increases, disguised price increases, and uncon- 
trolled fee collections were quite serious in some units. 


The provincial administration on prices issued a circular on 8 December calling 
on all localities and concerned departments to conscientiously implement the 
guidelines of the State Council's “urgent circular” and comrade Wang Fang's 
instructions, continue to carry out in-depth price inspections in their respec- 
tive localities and departments, and resolutely stop any unauthorized price in- 
creases. With regard to violations perpetrated in the hope of taking advantage 
of the reform, including arbitrary price increases, illegally buying up commo- 
dities at retail prices, speculating, reselling commodities at increased prices 
in the same locality of purchase, reckless fee collections, and other practices 
detrimental to the interests of the state and people, serious efforts should 

be made to verify these violations and stern measures taken against those who 
are responsible. 
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PROVINCIAL AFFAIRS 


HAN PEIXIN ATTENDS JIANGSU MARKETING CONGRESS 
0W301159 Nanjing Jiangsu Provincial Service in Mandarin 2300 GMT 29 Dec 84 


[Excerpt] The Third Congress of the Jiangsu Provincial Supply and Marketing 
Cooperatives closed in Nanjing on 29 December. The congress summarized the 
principal achievements of the cooperatives in the last 21 years, especially 
since the 3d Plenary Session of the 11th CPC Central Committee. It also put 
forward the goals, plans, tasks, and measures for the next 5 years in light of 
the needs of the present situation. 


After careful deliberation, the congress adopted a new charter. After full 
deliberation and consultation, it democratically elected 33 board members and 

7 supervisors, formed a new leading body, and formally established the Provin- 
cial Federation of Supply and Marketing Cooperatives. It also elected 40 dele- 
gates to the national congress of supply and marketing cooperatives. 


Han Peixin, secretary of the Provincial CPC Committee; and Gu Xiulian, deputy 
secretary and governor, attended the closing ceremony. Jin Xun, permanent vice 
governor, spoke at the meeting. 
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PROVINCIAL AFFAIRS 


TECHNOLOGICAL PROGRESS CONFERENCE ENDS 21 DECEMBER 
BK241415 Xian Shaanxi Provincial Service in Mandarin 1130 GMT 21 Dec 84 


[Excerpts] The second provincial conference on technological progress in enter- 
prises successfully concluded in the Xian People's Building today. Responsible 
comrades, Li Gingwei, governor; Zhang Bin, Sun Kehua, and Lin Jizhou, vice 
Governors; and (Liu Bangxuan), advise to the provincial government, attended 
the conference. 


Comrade Li Gingwei spoke at the conference. First, he dealt with the progress 
and new achievements in technological progress in enterprises in our province 
this year. After that he emphasized: We must grasp the key points of techno- 
logical progress. [passage indistinct] He also stressed: In technological 
progress, we must persist in reform, must further implement the principle of 
opening to the outside world, must boldly import capital, technology, and equip- 
ment, and must absorb qualified personnel. 


At the conference, ice Governor Sun Kehua read the decision of the provincial 
government on commerding and rewarding the advanced enterprises which had scored 
outstanding achievements in the course of technological progress. 


Amid majestic music, responsible comrades of the provincial CPC committee and 
the provincial government awarded citations and bonuses respectively to 5 enter- 
prises which honorably won prizes for carrying out technological transformation, 
to 17 enterprises which won prizes for importing technology and carrying out 
_transformation, to 11 enterprises which won prizes for developing technology, 
and to 5 advanced enterprises which won prizes for improving quality. 
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PROVINCIAL AFFAIRS 


CHEN GUODONG, HU LIJIAO VISIT TRADE FAIR 
0OW250554 Shanghai City Service in Mandarin 2300 GMT 23 Dec 84 


[Text] While visiting Shanghai's first (?silver vase) trade fair yesterday 

[23 December], Chen Guodong, Hu Lijiao, and other leading comrades of the Shang- 
hai Municipal CPC Committee and municipal government urged factory directors 

in Shanghai to be enterpreneurs with strategic foresight, to look forward, and 
to adopt the latest technology to produce high-grade, precision, and advanced 
industrial products. 


The trade fair is cosponsored by the Shanghai Television Station and 29 other 
units. Most of the products on display, such as garments and electrical ap- 
pliances, have an established reputation. 


At the end of the visit, the leading comrades said that factories producing 
famous~brands products should never complacently think that they never have to 
worry about their products’ marketability. They should foresee how much longer 
their products will continue, see when their products are still highly popular, 
make market forecasts, and take the necessary measures against the possibility 
of becoming passive. 
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PROVINCIAL AFFAIRS 


COMMERCIAL, SERVICE NETWORKS EXPAND IN BEIJING 
0W251319 Beijing XINHUA in English 1302 GMT 25 Dec &4 


[Text] Beijing, December 25 (XINHUA)--About 4,500 shops, restaurants, barbar- 
shops and other service units were set up in Beijing in the first 11 months 
of this year, 3.7 times more than originally planned, BEIJING DAILY reports 
today. 


There are now some 25,000 commercial and service centers run by the state and 
collectives in the city and 78,000 self-employed individuals are engaged in 
these trades. 


The paper attributed the expansion of the city's commercial and service networks 
to the policy of encouraging enterprises run by collective units and individuals 
as well as those run by the state. 


These enterprises, either the state-owned or run by the collectives or individuals, 
receive equal support from the municipal government in the fund allocation, 

or in the supply of building materials, edible oil, food grain, non-staple food 
and other materials. 


Of the newly-established commercial service [as received] units, 52 percent were 
run by individuals, 26 percent by the state and 21 percent by the collectives 
units. 


The municipal authorities plan to open more shops, restaurants, repairs and 
other service centers in 1985. A special group has been formed to supervise 
the work, the paper says. 
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PROVINCIAL AFFAIRS 


FUJIAN'S HU PING REVEAL NEW ECONOMIC REFORMS 
OW311023 Beijing XINHUA in English 0848 GMT 31 Dec 84 


[Text] Beijing, 31 Dec (XINHUA)--Fujian Province will] carry out new reforms 
to boost local industries and further link its economy to the outside world, 
Provincial Governor Hu Ping said here today. As part of the reform drive, 
Fujian will transfer the administration of 294 provinciai-level enterprises 
down to the major cities and counties where the businesses are located. The 
move toward decentralization will later be applied to other enterprises, 
making relatively independent economic entities with the right to choose 
their form of management, make arrangements for sales, dispose of their own 
funds, and decide the prices of their products, Hu said. 


By the end of November i984, the province had approved 192 contracts on 
introducing new technology and equipment into its factories. So far, 92 
projects have been put into operation. Investment in new technology will 
double in 1985, he added, and a hundred more technical transformation projects 
will be completed with equipment from abroad and close cooperation from other 
Chinese provinces. Fujian and Guangdong provinces were authorized by the 
central authorities to carry out special policies for opening to the outside 
world. 


From 1985, Hu said, Fujian's foreign trade corporations and many of its larger 
factories would engage in direct economic and trade exchanges with companies 
and countries overseas. The province's prefectures, cities and counties would 
also be given wider jurisdiction over foreign trade, and the construction of 
the Xiamen Special Economic Zone, the city of Fuzhou and the Mawei Economic 
and Technical Development Zone would be speeded up. Harbors, customs, banking, 
tax, communications and transportation procedures would be better coordinated, 
formalities simplified, and services improved, the governor said. 


In 1985, the province will concentrate on the development of 10 major indus- 
tries including electronics, food processing, machine building, electrical 
appliances and garments. Production costs will be reduced through the adop- 
tion of new energy-saving techrology and materials, he added. 


Fujian's industrial and agricultural output value is expected to rise by 14 
percent to reach an estimated 18.6 billion yuan in 1984, the first year of 
its economic reform program. The province's industrial growth rate, together 
with its retail sales and its contributions to state revenues, all exceeded 
national averages. 


Its 1984 exports were worth nearly 420 million U.S. dollars, and the total 
foreign funds used came to nearly 300 million U.S. dollars, Hu said. 
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PROVINCIAL AFFAIRS 


ZHOU HUI SPEAKS AT NEW YEAR ECONOMIC WORK MEETING 
SKO10544 Hohhot Nei Monggol Regional Service in Mandarin 1100 GMT 31 Dec 84 


[Text] On the evening of 31 December, the regional CPC committee and the 
people’s government held a new year telephone meeting on economic work, call- 
ing on all localities and various departments and units to step up study and 
to carry out economic work for the first quarter of 1985, to pay particular 
attention to industrial production in the first quarter, and to try all pos- 
sible means to make all economic targets attain or surpass their 1984 year- 
end leveis. 


The telephone meeting was presided over by Comrade Bu He. Comrade Zhou Hui 
delivered a speech. He first extended New Year greetings to all comrades 
and wished them a happy New Year. 


Comrade Zhou Hui said: The year 1984 was not ordinary. During that year, 

the CPC Central Committee issued a decision on reforming the economic struc- 
ture. The Sino-British joint declaration was formally signed. All fronts 
throughout China scored great achievements. During the past year, the 
autonomous region successfully held i*s fourth party congress. All fronts in 
the region also scored remarkable achievements. Both the economic and politi- 
cal situations entered another best period in history. We have full confidence 
in winning another new victory. 


Comrade Zhou Hui noted: Our tasks in all spheres will be very arduous in 

1985, especially the tasks on the economic front. The key to making 1985 
economic work successful is to do a good job in reform of the economic struc- 
ture. In addition, we should also carry out party rectification with high 
Standards and in a healthy manner. We should promote economic reform and speed 
up economic construction through party rectification. 


Comrade Zhou Hui said: Our tasks are arduous but glorious. I hope all of you 
will grasp the key link, further clarify the relationship between reform and 
party rectification, and, while making arrangements for the work of 1985, 
deliberately ponder what should have priority and put emphasis on certain 
aspects in the light of local conditions and in a mauner suitable to the 
occasion. 


Comrade Zhou Hui stressed: The work of the first quarter of 1985 is very 
important. I hope all comrades will immediateiy study plans to implement it. 


29 














The Spring Festival will come right after the New Year. One will likely 
slacken one’s work during the joyful Spring Festival. If we have a shortfall 
in industrial production in the first quarter, it will be hard for us to catch 
up. All leagues, cities, and major enterprises should try all possible means 
to make their work successful, fully arouse the enthusiasm and subjective 
initiative of the broad masses of people, and strive to fulfill all economic 
targets for the first quarter and to make eronomic targets attain or surpass 
their 1984 year-end levels. 


Comrade Bu He also spoke at the telephone meeting. He stressed that leaders 
at all levels should strive to improve leadership workstyle, reduce the number 
of meetings, issue fewer documents, conduct more investigations and research 
at the grassroots, give more specific guidance, help grassroots units solve 
concrete problems, and work with one heart and one mind to make new and better 
achievement <=. 


Other regional party, government, and army leading comrades, including Qian 

Fenyong, Batubagen, Tian Congming, Shi Guanghua, Li Xiangyi, Zhou Kongchang, 
Oiu Zuohui, Bai Junqing, Zhao Zhihong, and (Puyulebagen), attended the tele- 
phone meeting. 


Also attending the meeting were various league and city party, government, and 
army leading comrades and responsible comrades of the competent economic 
departments, responsible comrades of the competent economic department of the 
regional CPC committee and government, and responsible persons of various 
large enterprises. 
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PROVINCIAL AFFAIRS 


ECONOMIC RESTRUCTURING IN EXPERIMENTAL UNITS 
HKO30911 Urumqi Xinjiang Kegional Service in Mandarin 1300 GMT 1 Jan 85 


[Excerpts] After 6 months of exploration and practice, the four experimental 
units of reform of the economic structure in the region, the Xinjiang No. 3 
Construction Engineering Company, the Xinjiang Shiye Tractor Plant, the Hongqi 
Road Department Store in Urumqi, and the Xinjiang Restaurants, have made 
gratifying progress in the reform, and their achievements are remarkable. 


Since carrying out the reform, the enterprises have given full play to their 
potential and topped the previous level, creating a new situation. 


The central links of the reform of the economic structure focusing on the 
urban economy is to give more vitality to enterprises. The reform of the four 
experimental units has been carried out precisely centered on the central link. 
Despite different forms in their production and business operations and the 
different content of their reforms, the four units have a common featurc, in 
carrying the reform, namely, thoroughly eliminating the practice of eating 
from the same bit pot in two aspects. Centered on enlivening enterprises, 

they have handled the relationships between the state and enterprises, and 
between enterprises and staft and workers relatively well, thus bringing into 
full play the initiative of the enterprises and the staff and workers. 


CSO: 4006/220 
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ECONOMIC DEVELOPMENT ZONES 


TIANJIN ESTABLISHES DEVELOPMENT ZONE CORPORATION 
Inaugural Reception Held 
SK280625 Tianjin City Service in Mandarin 0030 GMT 28 Dec 84 


[Recorded report by station reporter, (Xu Shaoying), on the 27 December recep- 
tion for the inauguration of the general corporation of the municipal develop- 
ment zone] 


[Excerpts] In order to further enforce the open-door policy, the general cor- 
poration of the municipal economic and technical development zone has been estab- 
lished with the approval of the Municipal People's Government. On the evening 

of 27 December, the general corporation i}.'d a grand inaugural reception, at 
which Li Ruihuan, mayor of the municipality, delivered a speech. 


In his speech, Mayor Li Ruihuan stated: The municipal economic cooperation with 
outside areas will be carried out following the principle of developing simultane- ‘ 
ously joint-venture and independently-run enterprises and the introduction of 
outside technology and specialists; operating simultaneously large, medium, and 
small enterprises; and welcoming investments from all localities in the world 
and investments in various industries and trades. Therefore, every country and 
region in the world will be treated equally without discrimination. We should 
also pay attention to fostering fine morale, such as being responsible for co- 
operation, keeping our promises, and stressing work efficiency. In line with 
the law, the Tianjin Municipal People's Government will safeguard the legitimate 
interests and right of all outside businessmen and firms. 


The reception held last evening was presided over by (Zhang Zhaowo), deputy 
secretary general of the municipal People's Government, chairman of the adminis- 
tration committee of the municipal economic and technical development zone, and 
vice chairman of the directors’ board of the general corporation. Zhang Wei, 
chairman of the directors’ board of the general corporation and president of 

the corporation, addressed the reception. In his speech, he expressed appre- 
ciations to the vigorous support given by every country and region in the world, 
by the central departments and the departments of various fraternal provinces 
and cities, and by the personages of various circles. 


Attending the reception were leading comrades of the municipal organs, including 
Wu Zhen, Hao Tianyi, Liu Zengkun, Nie Bichu, Yao Jun, Li Langing, Mao Changwu, 
and Lu Xuezheng; and responsible persons from the central and municipal depart- 
ments concerned. 
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Also attending the reception were representatives from 12 countries and regions 
in the world, including Australia, FRG, the United States, Japan, France, Italy, 
Austria, Netherlands, Denmark, Canada, Singapore, and Hong Kong; from 16 foreign 
banks; and from 55 foreign trade companies. The reception was full of warm and 
friendly atmosphere from beginning to end. 


Corporation Set Up 
0W270859 Beijing XINHUA in English 0829 GMT 27 Dec 84 


[Text] Tianjin, December 27 (XINHUA) -- A corporation to build the economic 
and technical development zone in Tianjin was set up here today. 


As an economic entity with the status of a legal person, the corporation will 
be responsible for developing and managing the zone, raising funds for con- 
struction, building infrastructure projects, running enterprises and handling 
foreign trade. It will also deal in real estates. 


Zhang Wei, 3C, is president of the corporation. He was one of the Beijing 
University students who first raised the slogan “unite and invigorate China” 
in 1981. It has since become a motto for all endeavors in China. 

Zhang said he is determined to blaze a new trail and make positive contributions. 
Under the corporation are seven enterprises which will oversee capital construc— 


tion, investment, import and export trade, economic and technical cooperation, 
services, technological development, etc. 
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ECONOMIC DEVELOPMENT ZONES 


WORK STARTS ON GUANGZHOU FOREIGN INVESTMENT ZONE 
Work Underway 
OW281830 Beijing XINHUA in English 1605 GMT 28 Dec 84 


[Text] Guangzhou, December 28 (XINHUA)--A foundation stone-laying ceremony 
held here today marked the official beginning for the development of a special 
foreign investment zone. 


The Guangzhou economic and technical development zone, 35 kilometers from the 
city, covers 9.6 square kilometers. An area of 2.6-square kilometer there will 
be developed first for projects of electronic, light, textile and other indus- 
tries to be built with foreign investment and technology. 


Work is now underway to build infrastructure facilities, including water and 
electricity supply systems, roads, and sewage discharging and telecommunications 
networks. 


Two hundred and forty-seven Hong Kong, Macao and foreign firms have sent person- 
nel to Guangzhou for investment talks with administration of the zone, resulting 
in the signing of 39 agreements, contracts and letters of intent. 


Foundation Stone-Laying Ceremony 
HK310913 Guangzhou Guangdong Provincial Service in Mandarin 0400 GMT 28 Dec 84 


[Text] A ceremony was held this morning to lay the foundation stone for the 
Guangzhou City economic and technological development zone. The zone officially 
entered the construction stage today. 


Attending the ceremony were Ren Zhongyi, Lin Ruo, Xu Shijie, Ye Xuanping, (Zhu 
Senlin) and other principal party and government leaders of the province and 
Guangzhou City, responsible persons of the departments concerned, public figures 
from Hong Kong and Macao, Gordon Hu, (Hu Wen-han), and (Pao Kai-yu), as well 

as a large number of the masses, nearly 1,000 in all. 


At the ceremony, Lin Ruo, secretary of the provincial CPC committee, delivered 
a speech. 














Ye Xuanping, mayor of the city, also spoke on that occasion. He said: The 
establishment of the Guangzhou economic and technological development zone is 
quite an event in the city's economic development, it is also a new starting 
point for the city in opening to the outside world. He hoped that the Guangzhou 
people and departments concerned will, through their united and concerted efforts, 
achieve substantial progress in 2 or 3 years and will, in a short time, build 
the zone into a gardenlike new type modern town which combines production with 
scientific research. 


Following this, (Zhu Senlin), deputy secretary of the Guangzhou City CPC Com- 
mittee and chairman of the development zone administrative committee, gave an 
account of preparations made for the zone. He said: With the approval of the 
State Council, the Guangzhou economic and technological development zone, located 
on the eastern side of the Huangpu district, is 35 kilometers from the city 
proper and covers an area of 9.6 square kilometers. The sector which will be 
built in the first phase of construction covers 2.6 square kilometers. 
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ECONOMIC DEVELOPMENT ZONES 


DEVELOPMENT PLAN APPROVED FOR TWO JIANGSU CITIES 
0W242203 Beijing XINHUA in English 1431 GMT 24 Dec 84 


[Text] Beijing, 24 Dec (XINHUA)--Nantong and Lianyungang, in Jiangsu Pro- 
vince, should give priority to revamping existing factories by using foreign 
funds to import technology, according to a recent state council document. 


The two cities should set about establishing economic and technological 
development zones, says the document approving the development plans of the 
two cities. 


Both Nantong and Lianyungang are among the 14 coastal cities opened wider 
to foreign investment earlier this year. 


The document urges Nantong to undertake overall retooling of its textile and 
light industries. Meanwhile, attention should be paid to revamping key 
machine-building, electronic, pharmaceutical, chemical and building materials 
factories. 


Linyungang should revamp and expand its food, textile, machine-building, build- 
ing materials and light industries, while importing advanced technology to 
develop new industries. 


The document calls for faster construction of infra-structure projects such 


as harbors, airports, railways, roads, communications facilities and power 
plants to prepare the cities for more investment. 


The two cities should also speed up development of tourist resources, the 
document notes. 
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ECONOMIC DEVELOPMENT ZONES 


GUANGZHOU SEEKS FOREIGN TECHNICAL COOPERATION 
0W310414 Beijing XINHUA in English 0216 GMT 31 Aug 84 
[Text] Guangzhou, 31 Aug (XINHUA)--The city of Guangzhou is seeking foreign 


technical cooperation in 191 development projects, according to city authori- 
ties. 





Specifics of the projects will be released for discussion at the coming two- 
week trade exhibition in Hong Kong beginning 5 September. 


Most of the projects are in the fields of technical transformation, and 
development of new materials and new products. They include the importation 
of a production and assembly line with an annual capacity of 8,000 to 10,000 
microcomputer and 10,000 sets of software, the development of tourist centers 
at Lianhuashan and Nankunshan, the building of an oriental Disneyland and 
reconstruction of Haizhu Square and the Tianhe District in Guangzhou. 


This is the first time the city holds a sales promotion exhibition in Hong 
Kong since the decision to open the city wider was announced. 


It will display more than 2,000 kinds of commodities all produced in Guangzhou. 
Many of them are new. 


Officials expect that a number of contracts, agreements or letters of intent 
will be signed at the exhibition. 





The exhibition end trade discussion are jointly sponsored by the Guangzhou 
City Committee for Foreign Economic Relations and Trade, the Guangzhou Foreign 
Trade Corporation and the Hong Kong Guangdong Enterprises Ltd. 
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AGGREGATE ECONOMIC DATA 


SHANGHAI OVERFULFILLS 1984 REVENUE TASK 
0W032118 Beijing XINHUA Domestic Service in Chinese 0800 GMT 1 Jan 85 


[Text] Shanghai, 1 Jan (XINHUA)--Shanghai, China's largest industrial base, 
has overfulfilled the 1984 revenue task, showing an increase by 4.2 percent 
over 1983 and bringing about a change in the situation in which Shanghai's 
total industrial output value increased while its revenue decreased for 3 
years in a row. 


In 1981-83, because of the increase of the prices of raw and other materials 
and the reduction of prices of fabrics of chemical fiber, wristwatches, and 
other consumer goods for everyday use, Shanghai's total industrial output 
value increased but its revenue decreased for 3 consecutive years. According 
to calculations, during the 3 years the total industrial output value in- 
creased by an average of 4.8 percent each year, while the revenue decreased 
by an average of 1.8 percent each year. Last year, implementing the policy 
of opening to the outside world and enlivening the domestic economy, Shanghai 
quickened the pace of reform in the economic structure and promoted the rapid 
development of industrial production. As a result, the market became more 
active and brisk, and the commodity turnover from retail trade increased by 
large margins. Since last year, Shanghai's finance departments have also 
adopted a series of flexible measures to reform revenue tax so as to spur on 
the economic development. 
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ECONOMIC MANAGEMENT 


HAINAN HOLDS OVERSEAS CHINESE AFFAIRS CONFERENCE 
HK310853 Haikou Hainan Island Service in Mandarin 0400 GMT 28 Dec 84 


[Excerpts] At the regional conference on Overseas Chinese affairs, Lei Yu, 
principal responsible person of the Hainan Administrative Regional People's 
Government, put forward that in next year's Overseas Chinese affairs work, 
it is necessary to unswervingly lay stress on grasping the implementation 

of the policies on Overseas Chinese affairs, to thoroughly solve the pending 
problems on the houses of Overseas Chinese, and to regard 1985 as a year of 
the implementation of the policies on Overseas Chinese affairs. 


The Hainan Administrative Regional People's Government had a conference in 
Wenchang County on Overseas Chinese affairs. Wang Yuefeng, responsible person 
of the Hainan Administrative Regional People's Government, presided over the 
conference and spoke. At the conference, (Chen Yinghao), responsible person 
of the regional people's government, gave a briefing on the Hainan Administra- 
tive Region economic investigation group's visit to Thailand. 


Our region has made new progress in Overseas Chinese affairs work this year. 
However, there is still a very great discrepancy between the progress and the 
requirements for the development of the situation. It is mainly expressed in 
the implementation of the policies on the house of Overseas Chinese. There 
are many problems which need urgent solution. 


The conference emphatically pointed out: The houses of Overseas Chinese are 
the bases of Overseas Chinese in China. The serious implementation of the 
policies on the houses of Overseas Chinese is of extremely important signifi- 
cance for winning the support of Overseas Chinese and arousing their enthu- 
siasm for cherishing the country and their hometowns, vigorously supporting 
and taking part in the motherland's four modernizations, and promoting the 
great cause of the unification of the motherland. 


The conference therefore demanded: Leaders at all levels of the party and 
government must regard the implementation of the policies on the houses of 
Overseas Chinese as a very important task in Overseas Chinese affairs work. 
They must universally publicize the party's policies, must heighten the cadres' 
and the mases' ideology and understanding, must do well in conducting investi- 
gation and study, must respect history, must seek truth from facts, and must 


solve the problems concerning the funds for the house of Overseas Chinese, with 
some subsidies given by upper levels, Hainan Region, and the counties. Before 


the Spring Festival next year, the proprietary rights to all houses of Overseas 
Chinese must be returned to their owners. Before 1986, all pending problems 
on the houses of Overseas Chinese must be thoroughly solved. 


CSO: 4006/220 
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INDUSTRY 


FAST DEVELOPING PLASTICS INDUSTRY IN SICHUAN 
Chengdu SICHUAN RIBAO in Chinese 2 Oct 84 p 2 


/Article by Luo Weizhen /5012 5898 4176/: "The Rapidly Growing Plastics Industry 
in Sichuan"/ 


/Text/ In old China, the plastics industry in Sichuan was a blank. It has 
already become a growing industry through our continuous effort since Liberation. 
Currently, there are 35,000 employees and nearly 400 engineers and technical 
personnel in the plastics industry in Sichuan. The annual production capacity 

is over 140,000 tons. There are 20 classes of products in several hundred types 
and thousands of varieties. They are widely used in various aspects of the 
national economy and everyday living. 


Initially the plastics industry in Sichuan grew primarily based on the needs 
in developing the agricultural industry. There are more than 40 enterprises 
in 16 cities and local areas directly supplying thin films, covering sheets, 
tubings, methane delivery components and plastic tools for agricultural use. 
The production capability of agriclutural thin film has reached over 20,000 

tons. The developing plastics industry has an important effect on the growth 
of food and other agricultural byproduct industries in Sichuan. 


As the standard of living continues to rise, more new demands are imposed on 
the plastics industry. Some attractive, colorful plastic products such as 
buckets, dishes, shoes and bottles have become necessities in life. The demand 
continues to rise. In 1983, Sichuan produced more than 30 million pairs of 
sandals. From PVC semisoft plastic shoes, the types of products have developed 
to high-pressure foam shoes, low-pressure foam injection shoes and plastic 
rubber shoes which are colorful, light and air permeating. Furthermore, 
advanced equipment and new technolgoies such as high-frequency boding were 
imported from abroad. Im the near future, a batch of newly-design, confortable 
polyurethane shoes will be available. 


Plastic products are also widely used in packaging. It is the second highest 
volume packaging material in the packaging industry in Sichuan, only next to 
paper. in 1983, the total plastic packaging products manufactured in Sichuan 
reached over 22,000 toms, which is 25 percent of the total plastic products 
manufactured. From the early single layer thin film, plastic packaging products 
have developed to six classes including multilayer thin film, woven begs, hollow 














containers, strings, turnover boxes, corrugated board and foam plastics. There 
are several dozens products and their quality is also significantly improved. 
The plastic packagine materials made in Sichuan is widely used in various busi- 
nesses nationwide, including Peiling hot pickled mustard, Tianfu peanut, 
Chinese herb, silk and handicrafts. 


In recent year, the plastic industry in Sichuan has been successful in replacing 
wood with plastics in many areas, especially in agriculture and construction, by 
taking advantage of the properties of plastics such as light weight, high- 
strength, multipurpose and ease of processing. For example, the window frames, 
electric cable boards and ceiling tiles produced by the Chongqing Plastic Plant 
No i2 and Chengdu Plastic Plant No 6 have been widely used in construction and 
transportation. They received attention and praise from relevant departments 

in the government. Since 1976, the Renshou County Plastic Plant began to 
produce hard plastic manure scoops and buckets. They are welcomed by the farmers. 
The strength of plastics is high. In some areas, they can replace metal. The 
engineering plastics have been rapidly developing in Sichuan in recent years. 

A dozen different engineering plastics were produced jointly by the Chenguang 
Chemical Engineering Research Institute and Chongqing Synthetic Chemical Plant. 
They are used in defense and leading edge areas with good results. 


In order to accelerate the growth of the plastics industry in Sichuan to meet 
the demand of the “four modernizations," relevant departments are importing 

more than 30 kinds of advanced processing equipment and forming techniques. 

The 4,600 tons nontoxic PVC transparent sheet production line in the Sichuan 
Plastic Plant, the 1,000 ton composit thin film production line in the Chengdu 
Plastic Plant, the 1,000 ton special shape door frame production line in 
Chongging Plastic Plant No 12 and the 1,000 ton extrusion sheet production lines 
in the Gunaghan County Plastic Plant and the Congqing First Plastic Plant are 
being installed and tested. After these machines are put in production, some 
aspects of the plastic industry in Sichuan will reach the level in the late 
1970's and early 1980's in the world. This should fill some voids in the 
plastics industry in Sichuan in order to provide new, superior materials and 
products such as high-grade nontoxic transparent hard packaging materials, 

soft containers, high-class fiber glass for construction and furniture making 
and plastic window frames for the national economy; especially for the packaging 
industry and construction industry. It will serve as the materials base for 

the revolution of construction materials to develop new structures. 


12553 
CSO: 4013/24 


41 








INDUSTRY 


RAPID GROWTH OF ELECTRONICS INDUSTRY IN YUNNAN 
Kunming YUNNAN RIBAO in Chinese 21 Sep 84 p 2 
/article by Dain Zi 73013 1311/: "Electronics Industry Grows Rapidly in Yunnan"/ 


/Text/ The electronics industry in Yunnan has been growing rapidly. It is 
contributing to national defense, economic growth and cultural enrichment. 
There are 25 enterprises manufacturing 125 products. 


When Yunnan was liberated, there were a few radio repair shops. It gradually 
grew into electric appliance production groups. Until the late sixties, there 
was only one radio plant in Yunnan; only capable of producing cheap radios and 
low-power microphones. The electronics industry did not exist. In the early 
1970's, an enthusiastic tide to build an electronics industry in Yunnan was 
initiated by the development of radio and television in China. A number of 
industries were built around Kunming. However, it was affected by the "left" 
ideology and the progress was slow. Since the 3d Plenary Session of the llth 
party Central Committee, the provincial party committee and the provincial 
government have been serious about developing electronics industry. According 
to the requirements of the four modernizations, the leadership at the Yunnan 
Electronics Industry Corporation was adjusted to strengthen technical reform 
and to make progress. The management was improved and the quality was upgraded. 
We rapidly turned passive production around to obtain better economic benefits. 
From 1980 to 1983, the average growth rate for the industry was 13.1 percent. 
Profits were reported in all 4 years. The 125 major products of these 23 
enterprises include calculators, radios and television receivers, radio stations, 
silicon solar cells, toxicity alarms and electronic instruments. Furthermore, 
an electronic research institute and a sales department were established. It 
became a newly-created industry in the economy of Yunnan. 


The electronics industry in Yunnan began with nothing and grew rapidly. The 
products were developed rapidly and their quality and performance are good. 
They have established themselves in the domestic market. The high quality 
thyristors manufactured by the Yunnan Electronic Equipment Plan can serve 
various trades such as metallurgy, machine building and construction. In 
recent years, the quality of electronic products continues to improve while 
their costs are going down. The quality and reliability of some electronic 
products in Yunnan have reached or are close to advanced levels in China. Six 
products received the 1983 National Excellent Golden Dragon Awards for new 
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products by the State Economic Commission. Since 1982, the cost of major 
electronic products in Yunnan has decreased gradually year by year. The decline 
is more significant for calculators and black and white television sets. The 
structure of Yunnan's electronics industry is more adaptable to the needs in 
national defense and the growth of the national economy. In recent years, 
various departments were supplied with over 430 microprocessors, nearly 40,000 
electric gasoline pumps, instruments and panels, and small energy-saving devices. 
In the meantime, it sold 90,000 black and white television sets, 45,000 recorders 
and 150,000 radios to the consumer. It has a definite impact on improving the 
cultural life of the people and popularizing education. From 1980 to 1983, the 
Yunnan Electronic Corporation realized more than 10.11 million yuans in profits 
and taxes. Furthemore, the rate of increase of profits is higher than that 

of productivity. 


One of the important reasons why ‘unnan's electronics industry could grow so 
rapidly is that the technic2i personnel were allowed to fully contribute. More 
than 20 percent of tie total employees in the Yunnan Electronic Equipment Plant 
and the Yunnan Television Plant are technical staff members. These technical 
people continue to design and develop new products to fill some voids in China. 
Some products received first-class awards from the ministry or provincial 
level. They have centributed to the accelerated growth of the electronics 
industry in Yunnan. 


12553 
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INDUSTRY 


HUBEI STEPS UP DEVELOPMENT OF ELECTRONICS INDUSTRY 
Wuhan HUBEI RIBAO in Chinese 24 Aug 84 p 1 


/Article by Liu Liguang /0491 4539 1084/: "Rapid Growth of Hubei's Electronics 
Industry"/ 


/Text/ Over the past 35 years, especially since the 3d Plenary Session of 
the llth party Central Committee, the electronics industry in Hubei has grown 
rapidly. Currently, we are capable of manufacturing 11 major categories of 
products in over 600 varieties, including radios, television sets, recorders, 
communciation equipment, computers, radio measuring devices, and various 
industrial, agricultural and medical electronic products. The central and 
local government only invested 10 million yuans. The electronics industry in 
Hubei delivered more than 120 million yuans in profits and taxes. 


The electronics industry supplies a large amount of radio and television products 
to thousands of homes. According to statistics, within the 5 years affer the 

3d Plenary Session, the number of radios produced increased by 1's times as 
compared to that in the past 20 years. We produced 12 times more television 
sets than we did in the past 10 years. We also manufactured 410,000 recorders. 
In addition, we supplied a great deal of electronic products for the national 
defense industry as well as for various industrial, agricultural and medical 
departments. In research and defense projects such as the first Chinese 
satellite, carrier rocket, submarine launched carrier rocket and first experi- 
mental communications satellite, electronic products produced by Hubei's 
electronic industry were used. Recently, the electronic industry in Hubei 

also developed a small, multifunctional computer, microcomputers analog machine 
and special computer. We also investigated the 8 bit and 16 bit microcomputer 
Chinese character systems to promote the development and application of 
microcomputers. 


12553 
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INDUSTRY 


HUNAN GOVERNOR ON DEVELOPING TERTIARY INDUSTRY 
OWO21424 Beijing XINHUA Domestic Service in Chinese 1621 GMT 29 Dec 84 


[Text] Changsha, 29 Dec (XINHUA)--Hunan Governor Liu Zheng today pointed out 
at a provincial planning conference that the ground floor of buildings along 
city streets in central areas and downtown districts should, in principle, be 
used to develop commercial, service, and other tertiary industry to promote 
the prosperity of cities, activate circulation, and stimulate the development 
of the commodity economy. 


Liu Zheng said: Central areas and downtown districts of cities are “treasure 
spots.” We should turn them into commercial centers according to the economic 
principle of utility. However, for many years, owing to the “left” influence, 
many former stores along the streets have been converted into housing units 
for residents, and many organizations and units have built office buildings 

in city central areas and built high walls around these buildings. In this 
way, they have greatly reduced the economic utility of the “treasure spots." 
This unreasonable situation must be changed in a planned and step-by-step 
manner. 


Liu Zheng pointed out: In the future, the ground floor of all new buildings 
must be used for the development of tertiary industry. Designs unsuitable 

for this purpose should be revised, and those that have difficulties with 
investment funds may apply for loans for this purpose. Preferential treatment 
will be given to units and the individuals who transform their buildings fac- 
ing the street for the development of tertiary industry, and they will be 
exempted from income tax for 3 years. Buildings in cities, especially business 
buildings facing the street in downtown districts, should be commercialized and 
their rentals set on flor’ basis. 


Liu Zheng said: The prc al government has decided that this work will be 


tried first in Changsha, Zhuzhou, Hengyang, Xiangtan, Shaoyang, and Yueyang, 
and it will be extended to other places after gaining experience. 


CSO: 4006/220 
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INDUSTRY 


SHANXI RIBAO REPORTS 1984 INDUSTRIAL SUCCESSES 
HKO31550 Taiyuan Shanxi Provincial Service in Mandarin 2300 GMT 1 Jan 85 


[Text] Today's SHANXI RIBAO reports on the front page that the industrial 
production in the whole province has met the targets of the Sixth 5-Year Plan 
l year ahead of schedule, and by 20 December last year the year's task in 
total industrial output value was exceeded. 


According to the initial statistics of the Provincial Statistics Bureau, by 

20 December last year, the total industrial output value of the whole province 
was 16.5 billion yuan, which means a 3.1 percent overfulfillment of the yearly 
plan, a 12 percent increase over the corresponding period of the previous year, 
and the meeting of the targets of the Sixth 5-Year Plan 1 year ahead of 
schedule. By the end of the year, the total industrial output value of the 
whole province topped 17 billion yuan. 


Last year, the excellent situation in our province's industry was characterized 
by all-round, balanced, coordinated, and big increases. By the end of November 
last year, the growth rate of the total industrial output value of 11 prefec- 
tures and cities, not including Changzhi and Taiyuan, were all above 10 per- 
cent, and in particular, the growth rate in Yanbei Prefecture was 28.6 percent. 
The growth of the majority of industrial departments and bureaus was also 
relatively good and the growth rates of the whole light and heavy industry 
sectors were respectively 11.4 percent and 13.5 percent. The growth rates of 
the industrial output valve of state-owned and collective-owned and collective- 
owned enterprises were respectively 10.3 percent and 23.4 percent. In particu- 
lar, the growth in those enterprises under the administration of county govern- 
ments reached as much as 31.4 percent. 


The yearly plan for crude coal output of the whole province was /.4 percent 
overfulfilled more than a month ahead of schedule, with a 14.6 percent increase 
compared with the corresponding period of the previous year. By 20 December 
1984, crude coal output had already topped 170 million tons. 


The yearly plans for the output of pig iron, steel, steel products, agricultural 
chemicals, and chemical fertilizer were all overfulfilled with big increases 
compared with the previous year. From January till Novewber last year, the 

sales income, profit realized, and taxes and profits paid to higher bodies of 
those enterprises within the budget of the whole province respectively increased 
8.3 percent, 6.5 percent, and 1.3 percent compared with the corresponding period 
of the previous year. 
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DOMESTIC TRADE 


LIGHT INDUSTRIAL PRODUCT TRADE CENTER OPENS 
HKO20225 Nanning Guangxi Regional Service in Mandarin 1130 GMT 1 Jan 84 


[Excerpt] The regional light industrial product trade center solemnly opened 
for business at 1000 on New Year's Day, amid the din of firecrackers, gongs, 
and drums. Present at the ribbon-cutting were responsible persons of the party 
and government in the region Giao Xiaoguang, Wei Chunshu, Huang Yun, Jin Bao- 
sheng, Huang Rong, Qin Yingji, Wang Zhuguang, Ou Jiwen, Gan Ku, Wang Rongzhen, 
and Luo Ming. 
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FOREIGN TRADE AND INVESTMENT 


SHANXI VICE GOVERNOR HOLDS PRESS CONFERENCE IN HONG KONG 
HK220418 Beijing XINHUA Hong Kong Service in Chinese 1320 GMT 20 Dec 84 


{[Report: “Head of Shanxi Economic Delegation Visiting Hong Kong Speaks on 
the Province's Economic Cooperation with Hong Kong and Foreign Countries” 
--handwritten item] 


{Text} Hong Kong, 20 Dec (XINHUA)--Bai Gingcai, head of the Shanxi provincial 
economic delegation visiting Hong Kong and vice governor of the province, stated 
at a press conference today: The Shanyue Company Ltd., which is jointly run 

by Shanxi Province and Hong Kong's Chinan Resources (Holdings) Company, will 
soon begin business in Hong Kong. He stressed that economic cooperation be- 
tween Shanxi, Hong Kong and foreign countries is a promising undertaking which 
can obtain good results. 


Bai Gingcai pointed out: At present, about 100 countries and regions have 

established trade relations with Shanxi Province. The province has exported 
more than 480 kinds of commodities. It has also successively undertaken 76 
projects of construction and labor affairs in cooperation with 22 countries. 


Bai Gingcai revealed favorable terms offered by Shanxi Province with regard 
to utilization of foreign capital and importing technology. More favorable 
terms will be offered to Overseas Chinese, Hong Kong and Macao Compatriots, 
and Taiwan compatriots who make investments in Shanxi with respect to profits 
and taxes. 


Shanxi Province is China's biggest coal base with abundant deposits, wide dis- 
persion, immense varieties of and good quality coal, and excellent conditions 
for extraction of coal. To date the proven deposits of coal in the province 
have reached gore than 200 billion tons, which ranks first in the country. 

It is estimated that the total deposits are 880 billion tons or so. The 
deposits, output, and equality of bauxite, quartzite, peralite, limestone and 
so forth of the province also rank first in the country. Bai Gingcai stressed: 
Shanxi in particular welcomes cooperation offered by foreign businessmen with 
respect to the exploitation and comprehensive use of coal, manufacturing of 
building materials, technical reforms of other industries, and others. Shanxi 
is located in the Huanghe Valley, and has good conditions for developing tourisa. 
Historical sites mentioned in the legend of Rao, Shun and Yu, the Yungang rock 
cave of the Northern Wei Period, architecture of the period of Liao and Jin, 
Wutai Shan, one of the four famous Buddhist sountains, and others are noted for 
their elegant architecture and magnificent scenery. They have very high his- 
torical and artistic value. Great potentials for the development of touriss 


can be tapped. 
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FOREIGN TRADE AND INVESTMENT 


ARTICLE ON BASIC NATURE OF OPEN-DOOR POLICY 
HK130458 Beijing JINGJI RIBAO in Chinese 8 Dec 84 p 2 


[Article by Zhu Junkang [2612 0689 1660]: “Opening to the Outside World is 
China's Long-term, Basic State Policy”™] 


{Text] The “Decision of the Central Committee of the Communist Party of China 

on Reform of the Economic Structure” points out: “Since the 3d Plenary Session 
of the llth CPC Central Committee, we have taken opening to the outside world 

to be our long-term, basic state policy, a strategic measure for accelerating 
socialist modernization. Practice has already yielded marked results.” We should 
promote the further implementation of the policy of opening to the outside world. 


Over 100 years ago, Marx and Engels pointed out in their “Manifesto of the Com- 
munist Party:” “With the exploration of the world market, the bourgeoisie has 
made the production and consumption in every country cosmopolitan in character.” 
“The old local and national seculsion and self-sufficiency had given place to 
intercourse between nations in every direction.” World historical experiences 
have proved that economic issues are by no means phenomena of one country. In 
particular, one of the important characteristics of the current world ie the 
even quicker development of the productive forces, science, and technology and 
the increasingly closer international economic and technological relations. 
Therefore, it is impossible to achieve the goal of modernization by means of 

a close-door policy. 


Over the past few decades, particularly since World War II, the transition from 
the socialization of the productive forces to the internationalization of pro- 
ductive forces has been an inevitable trend of social development, and opening 
to the outside world as already become a basic strategy for various countries 
in developing their economy. During the past 10 or 20 years, some developing 
countries have fully exploited the favorable international conditions to vigor- 
ously develop international economic and technological exchanges and accelerate 
the development of their economies. 
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Every country has its strong and weak points and should produce the products 

that they have the strong points to produce and trade them for products that 

they have weak points in producing. This is determined by the law of value. 

The realization of modernization requires diverse kinds of resources and advanced 
technology, but no county can possess in itself all the necessary resources and 
technology. Moreover, as production, economic and technological conditions and 
labor and material resources vary for different countries, the animate and 
materialized labor required in producing a kind of product differs greatly for 
different countries. Furthermore, opening to the outside world, utilizing for- 
eign capital, and introducing from abroad advanced technology and personnel will 
enable us to avoid twists and turns, save time, and start at a relatively advanced 
level. 


Opening to the external world and developing external economic relations in our 
country is not only aimed at solving our country's problems related to the short- 
age of funds and backwardness of technology. Even if we become economically 
strong in the future, external economic cooperation and technical exchanges 
will still be an important condition for the continuous development of our coun- 


try’s economy. 


Our country has undergone a path of twists and turns in developing its external 
economic relations. Before the 3d Plenary Session of the llth CPC Central Com- 
mittee, Comrade Deng Xiaoping put forth the idea that external economic work 
was a problem of strategy that is vital for our country's four modernizations. 
At Comrade Deng Xiaoping's proposal, the 3d Plenary Session of the llth CPC Cen- 
tral Committee formulated the major strategic principle of opening to the out- 
side world and enlivening the domestic economy. After the 3d Plenary Session 

of the llth CPC Central Committee, we established four special economic zones 

in Shenzhen, Shantou, Zhuhai and Kiamen. Later, we further opened our 14 coastal 
cities including Dalian, Ginhuangdao, Tianjin, Yantai, Gingdao, Lianyungang, 
Nantong, Shanghai, Ningbo, Wenzhou, Fuzhou, Guangzhou, Zhanjiang and Beihai, 

and Hainin Island. This has turned our country's coastal areas into a forward 
position in opening to the outside world. A major measure is further open to 
the outside world, which is adapted to our country’s economic development. It 
is a measure of great and far-reaching significance in giving further play to 
the strong points of our coastal areas, speeding up the construction of our 
coastal areas, greeting the new technological revolution and promoting the whole 
process of socialist modernization. 


Since the 3d Plenary Session of the llth CPC Central Committee, our country has 
tremendously quickly developed external economic and technological exchanges 

and scored marked achievements. During the past 5 years our country has actually 
utilized, in various kinds of ways, $14.6 billion of foreign capital, introduced 
from abroad advanced technology and equipment for 597 projects, and thus has 

made up for our shortage of construction funds, imported much advanced technology 
and accelerated the construction of our key projects and the technological trans- 
formation in our existing enterprises. During these 5 years the volume of our 
imports and exports has doubled. In 1983, our country jumped from ranking 32nd 
to ranking 16th in the world in export volume. At present our country has estab- 
lished economic and trade relations with over 170 countries and areas in the 
world. As our country's economy develops, the mix of our country's exports also 
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changes. In 1983, industrial and mining products accounted for 57.4 percent 

of our total exports, and the value of export of 35 commodities each exceeded 
$100 million and the volume of exports of 40 commodities ranked first in the 
world. Our country has also made new progress in international economic and 
technological cooperation. From 1979 to the first half of this year, our coun- 
try undertook construction projects by contracts in and carrying out coopera- 
tion in terms of manpower with 58 countries and areas, signed over 1,600 con- 
tracts, the value of which totaled nearly $2.8 billion, and established 65 
joint venture enterprises abroad, the investment in which totaled about $100 
million. 


A transition from closing our door to opening to the outside world and from 

a closed pattern of economy to an opened pattern of economy is a major change 

in our country’s economic strategy, and is itself a reform. Reforms are closely 
related to opening to the outside world, and these two aspects of our work 
promote each other. Developing international economic and technological ex- 
changes is demonstrably conflicts with the existing economic system. If we 

do not reform the economic system, it will be difficult for us to open to the 
outside world. 


In order to further implement the policy of opening to the outside world, we 
must further emancipate our minds. Just as Comrade Deng Xiaoping said: ; “In 
establishing special economic zones and carrying out the policy of opening 

to the outside world, we must be clear of a guiding idea, namely, we should 
not impose restrictions, but should relax our restrictions.” Recently he 
further expounded the guiding idea that our country's policy of opening to 
the external world will remain unchanged for a long time. He pointed out: 
China's policy will not change in the first 50 years of the next century and 
it will be hard to change it in the latter 50 years of the century. When 
China's economic and trade relations with various other countries have developed 
and become closer, one will find it impossible to change the policy even if 
one wanted to. 


We should correctly understand and handle well the relationship between opening 
to the outside world and self-reliance. Ours is a socialist country with a 
population of 1 billion. In carrying out our modernization program we should 
adhere to the principle of maintaining independence, keeping the initiative 

in our own hands, and relying on our own efforts. However, we should neither 
set self-reliance against opening to the outside world nor misinterpret self- 
reliance as closing the country to international intercourse and struggling 

in isolation. By closing ourselves to international intercourse it would be 
impossible for us to solve all the economic and technical problems in our 
country through our own strength. This is a manifestation of ignorance and 
backwardness. We should not hold that the more products we make in our country 
and the less goods we import, the more self-reliant we have become. 


Expanding our economic and technological exchanges with foreign countries is 
aimed at strengthening our capabilities in self-reliance and stimulating the 
development of the national economy. That is to say, self-reliance and 
opening to the outside world are mutually complementary and not opposed to 

each other. We should foster a new idea, that is, it is not necessarily always 
desirable to base ourselves upon our country in everything. What is crucial 
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is to take advantage of the international division of labor to develop our 
external economic relations and to attain better economic results with less 
labor consumption. Therefore, with regard to those foreign technological 
facilities which we do not need in large quantities and in the production of 
which we cannot compare favorably with foreign countries in the near future, 
we should import them and not spend much energy on studying, designing, and 
manufacturing them; with regard to some complete sets of equipment, although 
we are in a position to manufacture 70-80 percent of the components, we should 
also try to import the component parts which we are unable to make and not 
Strive to attain self-sufficiency in everything. In this way we can race 
against time and develop our country's technology from a higher starting point. 
Taking advantage of international exchanges to import advanced technology is 

a shortcut to speeding up the development of our economy. 


As we open to the outside world, we shall open up even more between different 
areas within China itself. In March this Year Comrade Hu Yaobang pointed out: 
“Some of our comrades have a narrow understanding of the policy of opening 

to the outside world. In fact, opening to the outside world has two meanings: 
One is to foreign countries and another is to other provinces, regions, and 
localities. In this way we can carry out exchanges between and promote each 
another and invigorate the economy.” The “decision” has further defined the 
principle and orientation of opening up between different areas within China 
itself by pointing out: "We should smash blockades and open doors in the rela- 
tions between the economically more developed and less developed areas, coastal 
areas and interior and border areas, cities and countryside, and between all 
trades and enterprises. We must act in conformity with the principle of making 
the best possible use of favorable conditions and avoiding the effects of unfa- 
vorable ones, developing diversity of forms, offering mutual benefit and achiev- 
ing common progress, and strive to develop economic relations among enterprises 
and regions, promote appropriate exchanges of funds, equipment, technology, 

and qualified personnel, and run joint economic enterprises. This will speed 

up the rationalization of our economic setup and of the geographical distribu- 
tion of our enterprises and accelerate modernization.” We should open doors 

and smash blockades in relations between different areas, departments, trades, 
and enterprises and introduce diverse forms of economic and technological co- 
operation. In particular, the backward areas should open doors to the advanced 
areas and the latter should help develop the former. The inspiring achieve- 
ments gained in the nationwide economic and technological cooperation the past 

2 years has displaye its strong vitality. Practice has proven that in opening 
up between different areas within China itself, strengthening economic relations 
among enterprises and regions, and developing economic and technological coopera~- 
tion, is necessary to carry out socialized mass production and develop the 
social productive forces. This is the inevitable trend of China's socialist 
economic development. 
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FOREIGN TRADE AND INVESTMENT 


JILIN SIGNS COOPERATIVE CONTRACTS WITH FOREIGN COUNTRIES 
SK246209 Changchun Jilin Provincial Service in Mandarin 2200 GMT 22 Dec 84 


[Text] The provincial economic and trade delegation ied by Governor Zhao Xiu 
has returned to Changchun from Hong Kong. During its stay in Hong Kong, the 
delegation held a 10-day meeting to introduce the economic and technical pro- 
jects that the province will undertake in cooperation with foreign countries. 
It received more than 200 businessmen from more than 10 countries and regions, 
including Hong Kong, Macao, Japan, the United States, Singapore, Canada, Italy, 
Switzerland, Australia, France, and England. Agreements were reached on 126 
projects, of which 54 are of joint ventures and import of foreign capital in- 
volving an investment of $6 million. This marked a good beginning in our 
province's work of opening to the foreign countries and technology import. 
Never before has our province signed so many joint venture and cooperative 
projects involving so much money and variety. Larger projects include a 
thermal power plant with an installed capacity of 1.6 million kilowatts to 

be built in Daan by the Everbright Company Limited directed by Wang Guangying 
and our province cooperatively, comprehensive technical transformation of the 
Jilin Chemical Industrial Area; and import to Changchun of a production line 
with an annual capacity of 50,000 minibuses and new cars. Four cooperative 
projects were signed with (Feng Jingfeng) China Company Limited. They include 
the production of the famous American brand deluxe Greyhound buses with the 
joint investment of Siping Bus Plant; import of technology and equipment for 
production of high-grade Italian women's leather shoes in cooperation with 
Changchun City; a cooperative project on production of four-wheel cross-county 
vehicles; and a joint venture project on production of sports shoes. Joint 
venture and cooperative agreements signed with (Sun Hongji) China Company 
Limited are those on construction of a hotel with Jilin City, production of 
Austrian motorcycles with Changchun City; construction of a (?wood) furniture 
plant with our province; and development and application of computers. In 
addition, agreements were reached and letters of intention were signed with 
relevant plants and businessmen on such larger joint venture and cooperative 
projects as production of [words indistinct] tires, processing of corn, con- 
struction of animal feed plants, food plants, wind power stations, and hotels, 
and cultivation and processing of American ginseng. 


The good results achieved at the meeting should be attributed to the introduc- 
tion by the delegation of the extensive economic construction in our province 
and of the plans and ideas concerning import. In particular, the 120 coopera- 
tive projects worked out by various departments after full preparations drew 
great interest from local and foreign businessmen. The good results should 
also be attributed to the principle of mutual benefit upheld throughout the 


meeting. 
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FOREIGN TRADE & INVESTMENT 


JOURNAL ON USING FOREIGN CAPITAL, TECHNOLOGY 
HK260745 Beijing JINGJI GUANLI in Chinese No 10, 5 Oct 84 pp 11-13, 6 


{Article by Zhang Guangrui [1728 0342 3843], Ni Di [0242 6611], and Wang 
Shiyuan [3769 1102 0037]: "An Investigation Into the Utilization of Foreign 
Capital and the Introduction of Foreign Technology in Guangdong, Jiangsu, 
Zhejiang, and Shanghai"--capitalized passages published in boldface] 


{Text] Recently, we visited seven cities which have opened up to the outside 
world, namely, Shanghai, Lianyungang, Nanjing, Ninbo, Wenzhou, Guangzhou, Zhan- 
jiang, and Shenzhen Special Economic Zone and the cities of Foshan, Wuxi, Nan- 
jing, Hangzhou, and so forth. We have made a number of investigations into 
the utilization of foreign capital and introduction of foreign technology in 
Guangdong, Jiangsu, Zhejiang, and Shanghai, and have indeed found that the 
situation of opening up to the outside world is gratifying. In recent years, 
the work of utilizing foreign capital and introducing foreign technology has 
made a good beginning in our various areas and has already won an initial suc- 
cess. However, compared with the demands of the CPC Central Committee, the 
speed of its development is not rapid and as yet, new prospects have not really 
been opened up. 


I 


The 3rd Plenary Session of the llth CPC Central Committee has made major his- 
toric policy decisions on enlivening our domestic economy and opening up to 
the outside world and has broken away from the many years of the closed-door 
situation in our country. These policy decisions have enabled the introduction 
of foreign capital which was previously regarded as a dangerous road to take, 
to grow from small-scale to large-scale, from obtaining supplies of equipment 
to drawing in direct investments, from “processing foreign goods and compensa- 
tion trade” to having foreigners invest in joint venture and sole-proprietor 
enterprises. 


By the end of 1983, Guangdong Province, which opened up comparatively early to 
the outside world and which adopted special policies and flexible measures, 
Signed a grand total of 33,000 contracts with the outside world, the total value 
of these contracts being $5.5 billion. Guangdong Province has actually used 
$1.24 billion of foreign capital and has introduced more than 300,000 pieces 
(sets) of equipment, the value of which is $500 million. Among them, the 
number of projects in the contracts which have been signed by Shenzhen city was 
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2,507 and the amount of investment in these prciects was $2.96 billion. More 
than $60 million has actually been used and 25,000 pieces (sets) of equipment 
have been introduced in these projects. In Shanghai, the number of the pro- 
jects which have already been put into production and the number of projects 
which are in constructionand which have utilized foreign capital in the fcrms 
of joint ventures, compensation, renting equipment, borrowings (from Britain 
and France), and so forth totals 188 and these projects have utilized $25 
million of foreign capital. In Jiangsu Province, there are 1,063 projects 
which have directly utilized foreign capital or foreign exchange loans from 
the Bank of China totaling $43 million, of which $24 million have already 

been used. Up to May 1984, in Zhejiang Province, there are 82 projects which 
have directly utilized foreign capital of $.49 million. These projects uti- 
lizing foreign capital and introducing technology have already played a satis- 
factory role in conducting technological transformation, achieving technologi- 
cal progress, improving and updating our products, and developing the economy 
in the old enterprises of our various areas. 


INTRODUCTION OF FOREIGN TECHNOLOGY IS CONDUCIVE TO RAISING OUR ECONOMIC RESULTS. 
In Shanghai, the enterprises which have actually been put into production and 
which have utilized foreign capital, have newly increased their output value 
by 147 million yuan which accounts for 8 percent of the newly-increased output 
value of the whole municipality. Of the gross industrial output value of 
Shenzhen City, the industrial output value of foreign businessmen's sole- 
proprietor enterprises and Chinese and foreign joint venture enterprises 
accounts for 37.1 percent now and would account for more than 52 percent if 

the output value of processing goods were included. In Jiangsu, utilizing $1 
of foreign capital may yield on average the output value of six yuan, may 
yield 1.6 yuan of tax revenue and profits, and may bring us $1 of foreign 
exchange. During the past few years, the actual utilization of foreign capi- 
tal in Nantong City accounts for 70 percent of its gross industrial invest- 
ments. In 56 projects which have already been put into production, the annual 
increase in output value was 30.37 million yuan, that in tax revenue and 
profits 77,600,000 yuan and foreign exchange earnings $43,900,000. The Western 
Lake Rattan Work Enterprise Company, Ltd., a Chinese and foreign joint venture, 
has employed 2,000 more people since the introduction of equipment and the 
expansion of its production and has developed more than 600 kinds of new pro- 
ducts which are sold far away to the United States, Japan, Hong Kong and 

Macao. By so doing, it has “invigorated the enterprise, has brought trade 
back to life." 


INTRODUCTION OF FOREIGN TECHNOLOGY WILL PROMOTE OUR TECHNOLOGICAL PROGRESS. 
Guangdong Province has introduced from abroad a number of fine breeds of live- 
stock and the breeding and cultivating technology, such as that for cultiva- 
ting Thailand's sweet chrysanthemum and the skills of breeding New Zealand's 
fine breeds of milk cows and of breeding prawns, eels, and shellfish. Shen- 
zhen City has introduced comparatively advanced equipment which includes 

West German four-color folio printing machines and double-color perfecting 
presses, Japanese photomechanical processing technology, and U.S. fodder pro- 
ducing equipment, and so forth. Shanghai's United Woolen Spinning and Weaving 
Company, Ltd., has introduced Japanese and Italian wool carding machines of 
the advanced level of the 190's. This advanced technology and equipment have 
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played a great role in increasing the technical competence of these trades, 
sharpening the competitive edge of our products, and putting more products on 
the international market. 


INTRODUCTION OF FOREIGN TECHNOLOGY HAS SPEEDED UP THE TECHNOLOGICAL TRANS- 
FORMATION OF OUR OLD ENTERPRISES. The Shanghai Shindler Elevator Plant has 
replaced 50 pieces of obsolete equipment with 70 pieces of new equipment 
(which account for 34 percent of the value of the existing equipment and 34.5 
percent of the number of the pieces of its equipment) since it began a joint 
venture with Swiss businessmen in July 1980. The renewal of equipment in- 
creased labor productivity, which rose to 25,000 yuan by 1933, and pushed the 
rate of new products up to 30 percent. Since 1982, the Guangzhou City Col- 
lective Refrigerator Plant has imported, by means of compensation trade, two 
production lines from Singapore and Japan and thus transformed this large 
collective enterprise which was previously poorly equipped and of low tech- 
nological level. It is now expected to have a production capacity of 200,000 
refrigerators and will produce 140,000 this year, worth 100 million yuan. 


II 


However, judging by the situation in the three provinces and one minicipality, 
during the past few years, the scale of drawing in foreign capital and intro- 
ducing foreign technology has not been large enough the pace has not been 
fast enough, the level of the technology introduced by them has not been 
advanced enough, and we have not yet really created a new situation in doing 
this work. 


l. From the point of view of the sources of the foreign exchange for the 
introduction of technology, little of the foreign exchange has come directly 
from foreign businessmen and most of it has come from the foreign exchange 
loans of the Bank of China. The former accounts for 30 percent and the latter 
accounts for 70 percent in Jiangsu and Zhejiang provinces, while they each ac- 
count for 50 percent in Shanghai Municipality. In all, during the past 5 
years, the three provinces and one municipality have drawn in less than $2 
billion, this scale and pace cannot be regarded as satisfactory. 


2. From the point of view of the origination of [words indistinct] 

for the development of agriculture and the transformation of agricultural and 
sideline product processing industry has been small and most of the industrial 
projects are the processing and assembling of color television sets, cassette 
recorder receivers, microcomputers, and family electrical appliance. In 
Shenzhen City alone, there are 130 electronic enterprises and 3 color televi- 
sion set production lines. Moreover, the percentage of nonproduction invest- 
ment is great. From 1979-1983, Guangzhou City actually utilized $164 million, 
of which over 70 percent is invested in nonproduction projects. 


3. From the viewpoint of the forms of utilizing foreign funds, the number 

of projects of Chinese and foreign joint ventures and those of foreign sole 
proprietorships are small and other forms are used too much. From 1979-1983, 
Guangdong Province actually utilized $1.24 billion of foreign funds, of which 
24.9 percent was in the form of processing foreign goods, 14.6 percent was in 
the form of compensation trade, 45.6 percent was in the form of cooperative 
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operations, 6.6 percent was in the form of joint venture, and 8.3 percent was 
in the form of sole proprietor firms of foreign businessmen. In Zhejiang 
Province, joint venture and sole proprietor projects only account for 1.8 per- 
cent of the total amount of the foreign funds that it has drawn in. 


4. From the point of view of the structure of the technological equipment 
introduced from abroad, there has been too mich hardware and too little soft- 
ware and too many full sets of equipment and too little key equipment. By the 
end of 1983, Jiangsu Province had introduced 20 pieces of software in all, 
which accounted for only 1.8 percent of the total number of the projects intro- 
duced and 2.8 percent of the value of the projects introduced. From the point 
of view of the level of the technology, most was of the level of the late 
1960's, a relatively small part was of the level of the mid-1970's and only a 
small number of the projects were of the advanced technological level of late 
1970's and early 1980's. 


5. From the point of view of the sales of the products of the joint venture 
and cooperative enterprises, few of them have actually entered the internat ional 
market. We have even failed to achieve the proportion between exports and 
domestic sales and many of the products have mainly been sold at home, or even 
been completely sold at home. The proportion between exports and domestic 

sales of joint venture and cooperative enterprise products is mostly 3:7 and 

in few instances 2:8. 


[il 


There are quite a few causes for our failure to really create a new situation 
in drawing in foreign capital and introducing foreign technology. The major 
causes are internal ones: the continuing influence of “leftism," the failure 
to adequately emancipate our minds and the lack of courage to make quick 
progress; the failure to formlate concrete enough policies and perfect laws 

to give foreign businessmen a sense of safety concerning their investment aid, 
in particular, the failure to promulgate a law on joint venture enterprises 

and sole-proprietor enterprises of foreign businessmen for investors to rely 
upon; the failure of our system to meet the needs in doing this work, the 
excessive number of examination and approval procedures, the low efficiency 

in the work of examination and approval, and the malpractice of “spending only 
30 percent of energy in dealing with external work and 70 percent of energy in 
shifting responsibility to each other at home;" the poor environment for invest- 
ment, in particular, the failure to develop full sets of port, air transport, 
communications and posts and telecommnications facilities to meet the demands 
of this work, which often impedes the success of negotiations; and the poor 
capacity for digesting foreign technology, the lack of personnel to make con- 
centrated and rational utilization, and the failure of some areas to pay atten- 
tion to popularizing new technology because of being satisfied with short-term 
profits. 


An analysis of the external causes shows that foreign businessmen are not apt 
to be willing to give away advanced technology to us, even less are they wil!- 
ing to give away their share of the international market to us along with tech- 
nology. What they are interested in is the vast market in China. They are 
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extremely prudent and often throw a stone to see whether there is any danger 
ahead. Therefore, they have only been engaged in some projects of processing 
and assembling goods which require small investment and risk or in projects 
like guesthouses and restaurants. As a result, it is fairly difficult to suc- 
cessively carry out large projects that really utilize foreign capital to 
introduce advanced technology and produce really advanced products. 


In spite of the large number of problems concerning the drawing in of foreign 
capital and the introduction of foreign technology, the practice in doing this 
work has enabled the comrades in various areas to learn quite many things and 
to gain some experiences through exploration. In this area, Shenzhen has been 
better than other areas. The people there have learned that in order to speed 
up the development of ovr industry, we must give priority to introducing the 
technology that our state is in urgent need of and lacks; we mist introduce 
projects with intensive technology and knowledge and with products that have 

a great competitive edge; we should not turn the special economic zone into 

a shelter for “falling industries;" we must combine the work of digesting and 
popularizing technology with the work of introducing technology and equipment; 
and we must combine the introduction of technology and the experience of 
scientific management with the training of personnel. Under the guidance of 
these thoughts, Shenzhen City has continuously increased the percentage of 
industrial projects in introducing technology. By 1983, these projects ac- 
counted for 81 percent of the total number of projects introducing foreign 
technology; the city's industrial output value accounted for 83.5 percent of 
its gross industrial and agricultural output value; the percentage of proces- 
Sing and assembling foreign goods in its industrial output value dropped from 
the previous 28 percent to 15 percent in 1983; and it has quickly developed 
its own products and has put some of its own products on the international 
market. 


In the light of the needs of the state and the favorable factors of the 
province, Jiangsu Province has put forth a policy of “one combination and three 
keys” in utilizing foreign capital and introducing foreign technology. This 
policy is: utilizing foreign capital and introducing foreign technology should 
be closely combined with the technological transformation of our old enter- 
prises and the three key tasks in doing this work is to develop the production 
of consumer goods of light and textile industries, to develop medium-sized 
projects, and to let enterprises borrow and return loans on themselves. 

During the past few years, 55 percent of Jiangsu's projects introducing for- 
eign technology and 68 percent of its foreign exchange have been used in the 
technological transformation of its light and textile industries. The province 
has scored marked achievements in this area. It has also paid great attention 
to adopting concrete measures to raise the economic results of the projects 
that utilize foreign capital and introduce foreign technology. For example, it 
has satisfactorily struck an all-round balance, attached importance to feasi- 
bility study, prudently chosen custcemers, centralized arrangements in carrying 
out projects, satisfactorily grasped the administration and management of pro- 
duction, and attached importance to digesting and popularizing technology. 
Nantong City looks into five things in considering any project (namely, first 
it looks into the orientation of the project, second into the quality cf the 
enterprise concerned, third into the prospects for the products, fourth into 
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the production conditions, and fifth into economic results) and thus carries 
out economic and technical reasoning and ensures that the project obtains the 
expected economic results after being put into operation. 


IV 


Judging by the experiences that have been gained in the past few years and the 
plans for the development of the various open cities, we think that in order 
to create a new situation in utilizing foreign capital and introducing foreign 
technology, in addition to speeding up the reform of our economic structure, 
at present, we should solve the problems related to investment orientation, 
policies, and measures and trade planning. 


1. PROCEED FROM REALITY AND CORRECTLY DECIDE THE ORIENTATION OF INVESTMENT. 


All open cities should satisfactorily strike an all-round balance, satis- 
factorily arrange the harmonized development of its industry and agriculture, 
of its urban and rural areas, and of its production and nonproduction projects, 
and should formulate plans, in the manner of paying attention to key sections 
and considering the whole situation, for the utilization of its financial, 
material and labor resources. We should fully exploit the favorable factors 
related to our country's agricultural resources and in particular, pay 
attention introducing new technology for the development of our agriculture 
and introducing fine breeds and new technology for the preserving and proces- 
Sing of agricultural and sideline products. 


Concerning production projects, we should follow the guidance of trade plans, 
proceed from the reality in our areas, give play to our strong points, avoid 
our weak points, stress our characteristics, and select--in the light of local 
conditions related to resources, technology, management, and personne! and in 
the light of the forecasts on the domestic and overseas markets--the most 
promising trade, and the key enterprises with sound foundations in order to 
focus on developing those key products with the greatest competitive edge. We 
should be strictly on our guard against the practice of following the tide and 
acting rashly. Concerning the processing and assembling projects that produce 
goods that are mainly sold in the domestic market and that do not introduce 
any advanced technology, we should make a forecast on the capacity of the 
domestic market and should not carry out too many such projects. 


In our open cities, it is entirely necessary to carry out some nonproduction 
projects, such as guesthouses, restaurants, and tourism facilities in order 
to improve investment environment and attract foreign businessmen. However, 
these projects should match the scale and pace of the construction of our 
production projects. At the beginning, we should not carry out such projects 
on too large a scale in order to lock too many funds in these projects. 


2. TAKE A LONG-TERM VIEW AND ADOPT FLEXIBLE POLICIES AND MEASURES. 


The state has formated a set of preferential policies for our open cities, 
Which are the most important guarantee for the creation of a new situation. 

At present, the technological competition in the world is very fierce, tech- 
nology has become a commodity for sale, and advanced technology has become the 
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lifeline of foreign factory owners and businessmen. Therefore, in order to 
introduce truly advanced technology, particularly software, the state must 
not grudge the expense. The state should provide more foreign exchange to 
directly help our open cities introduce technology to develop rising industries 
and frontier technology, to produce those products that are in short supply at 
home and have to be imported from abroad, to raise the level of technology and 
economic results of a whole trade (such as energy conservation). 


We should correctly handle the problem related to the sales at home of the 
products made by foreign capital enterprises. If we do not ailow the products 
to be sold at home, we will not be able to attract foreign capital, but if we 
allow the products to be sold at home in large quantities, the development of 
domestic industry will be impeded. Therefore, we shou!d give different treat- 
ment to different products. We should allow a portionof fine quality and 
advanced technology products to be sold at home, but their prices should be 

at the same level as the same kinds of domestic products in order to avoid 
dumping the products at excessively low prices. 


We should adopt flexible methods to strike a balance in foreign exchange pay- 
ments and receipts. Generally speaking, the enterprises that utilize foreign 
capital should mainly sell their products abroad and strive to balance their 
foreign exchange payments and receipts on their own. As for the enterprises 
that sell a large proportion of their products at home, we should allow them 
to use the foreign exchange income from the exports of their other products 
to strike an indirect balance. If an enterprise is in a trade with satisfac- 
tory social economic results but has difficulty in striking a foreign exchange 
balance on its own, we can subsidize it with the foreign exchange col lected 
from the department or area and thus return the loan with the help of the 
whole department or area. 


3. PROCEED FROM THE INTERESTS OF THE WHOLE SITUATION AND STRENGTHEN THE 
GULDANCE OF TRADE PLANS. 


Our open cities’ work in economic construction, foreign capital utilization, 
and introducing foreign technology should be coordinated with the development 
plans of the whole national economy and the layout of the productive forces of 
all the trades in order to avoid waste caused by unnecessary duplication in 
this construction and introduction. Therefore, we should give play to the 
initiative of both the central and provincial responsible departments and the 
open cities; should combine the efforts from bottom up of both the upper and 
lower levels of organizations, relying mainly on the efforts of the cities; 
and should thus, jointly and satisfactorily formlate plans for construction, 
foreign capital utilization, and introducing foreign technology in these open 
cities. The plans should classify the projects in the light of the division 
of trades and should concentrate labor, material, and financial resources of 
whole trades or areas for the major projects introducing technology. The cen- 
tral and provincial responsible departments should not refuse to take part in 
the work on the excuse of “decentralizing power,” but should conscientiously 
take the initiative to participate in the work. 


CSO: 4006/218 
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FOREIGN TRADE AND INVESTMENT 


EW RULES SET TO ATTRACT FOREIGN INVESTMENT 
HK241033 Beijing ZHONOGUO XINWEN SHE in Chinese 0517 GMT 23 Oct 84 


[Report: “Guangxi Promultages a Number of Regulations on Using Foreign Funds 
and Importing Technology” -- ZHONGGUO XINWEN SHE headline] 


([Text] Nanning, 23 December (ZHONGGUO XINWEN SHE)--It is learned from the 
People's Government of the Guangxi Zhuang Nationality Autonomous Region that 
Guangxi has promulgated a number of regulations on utilizing foreign invest- 
ment and importing technology, including 12 points in the fields of authority 
for approval, taxation, land use, product sales, foreign exchange management, 
enterprise rights and jurisdiction, and preferential treatment for investors 
from Hong Kong, Macao, and for Taiwan compatriots and Overseas Chinese. 


As for the authority for approval, it is stipulated that the import of projects 
valued at less than $3 million may be approved by people's governments in cities 
directly subordinate to the autonomous region, prefectural administrative offices, 
and regional departments. Prefectures and cities can grant some approval authori- 
ty to counties which have foreign economic and trade departments and have foreign 
trade negotiation experience. 


In the field of taxation, joint ventures which are based on cooperation contracts 
of up to 10 years or more will be completely exempted from taxation in the first 

2 years and will enjoy 50 percent tax reduction in the next 3 years. Joint 
ventures located in economically underdeveloped areas can be exempted from taxa- 
tion in the first 5 years and can enjoy 15 to 30 pecent tax reduction in the 

next 10 to 15 years. Joint ventures run in the autonomous region can be exampted 
from paying local taxes. 


As far as the land use fee is concerned, projects which measure up to the ad- 
vanced technical level in the world are exempted from paying land use fee for 

7 years, and enjoy 50 percent reduction in the next 3 years. Projects which 
involve some of the most advanced technology and which are nonprofitmaking under- 
takings such as educational, cultural, scientific research, medical, public 
health, and sports projects can be exempted from the land use fee. 


It is stipulated that the products of joint ventures will be allowed to enter 
the domestic markets. Joint ventures can also retain foreign exchange and ar- 
range the use of their foreign exchange funds independently. 
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Enterprises based on the investment of Hong Kong, Macao, and Taiwan compatriots 
and Overseas Chinese can be exempted from local taxes. They are allowed to 
depreciate their fixed assets at a quicker rate. More preferential terms will 
be given to them with regard to the land use fee. They are allowed to appoint 
some relatives or friends in Nbina to be representatives or agents. They can 
also hire the investors’ relatives and friends to be management personnel or 
workers in the enterprises. These people will be granted city or town residence 
rights. 


In addition, people who play an active role in attracting foreign investment 
and importing technology will be rewarded according to their contributions. 
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FOREIGN TRADE AND INVESTMENT 


JILIN HOLDS MEETING ON EXTERNAL COOPERATION 
$K270442 Changchun Jilin Provincial Service in Mandarin 1030 GMT 24 Dec 84 


[Excerpts] The provincial journalists society held a report meeting this after- 
noon. Governor Zhao Ziu introduced the marked achievements made by our provin- 
cial economic and trade delegation in external economic and technological coopera- 
tion in Hong Kong to the journalists participating in the meeting. 


Comrade Zhao Xiu said: During its stay in Hong Kong, our provincial delega- 
tion held trade talks on 126 projects with more than 200 traders from some 10 
or more countries and regions, including Hong Kong, Macao, Japan, the United 
States, Singapore, and Canada. The province had signed 54 contracts with these 
traders. The total investment volume was $600 million. Our province has made 
a good beginning in opening to the outside world and in technology importation 
work. 
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FOREIGN TRADE AND INVESTMENT 


GUANGMING RIBAO ON TECHNOLOGICAL TRANSFERS 
HK270810 Beijing GUANGMING RIBAO in Chinese 16 Dec 84 p 3 


[Article by Jin Zhude [6855 2612 1795]: “Open Channels for Technological Trans- 
fer” ] 


[Text] In a developed commodity society, technology is also a kind of commodity. 
This is not only because technology at this stage has the general characteristics 
of a commodity, but also because the process of technology's turning into produc- 
tion capacity through exchange is quite similar to that of common commodities. 


The “production” of technology refers to the process of research, invention, 

and creation, and the product is the research achievements and new technology. 
After a new technology is produced in a research unit, it will enter the field 
circulation and eventually reach the field of “consumption” through exchange, 
thus turning into actual production capacity. In a usual case, a new technology 
must go a long way in the field of circulation and pass many “tests” before 

it can come into play in the production process. In general, there are two 
main forces that push it through the field of circulation. One is the adminis- 
trative force, and the other is the economic force. The handling of a new 
technological achievement includes two aspects. The first includes the regis- 
tration, assessment, appraisal (offering rewards), development, and promotion 
(patent offers also belong to this aspect); and the second includes the formula- 
tion of some policies for the circulation and exchange of this technological 
achievement and the formulation of plans and measures for developing, promoting, 
and applying some key technologies in a coordinated way. The so-called economic 
force is effected through the use of economic means in light of the law of 
value. It will help channel the technological achievements into production 
units and turn them into actual production capacity throngs the opening of 
technology markets and by means of trade. 


The technology markets are a product of the full development of the commodity 
economy. In the past we lacked a correct understanding of the commodity economy, 
and used to regard it as an opponent factor to socialism. We did not recognize 
that technology is also a commodilty and also has an exchange value. So we 
forbade the compensable transfers of technology, and as a result there was no 
technology market and no technology trade. Under these circumstances, the trans- 
fer of technology could only be handled by administrative means alone. However, 
the administrative departments concerned did not take technology circulation 
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(or the whole set of work concerning the management of technological achieve- 
ments, as we used to say) as a bridge or a link between scientific research 
and production so as to manage it in a comprehensive and systematical way. 
Rather, the work concerning technology transfer was divided into a number of 
specific parts which were assigned to separate functional departments. For 
example, the registration and assessment of technological achievements was haniled 
by scientific and technological information units; the issuance of rewards was 
decided by the scientific and technological management departments; the work 
of popularizing new technology and promoting the exchange of technology was 
the duty of various research institutes; and no specific units took charge of 
the work of developing new technology. There did not even exist a patent systm 
whatsoever. As a result, technical personnel and research units had no way 
to promote the application of their new technological achievements and receive 
no benefit, and this certainly dampened their enthusiasn. 


The “CPC Central Committee Decision on Reform of the Economic Structure” adopted 
by the 3d Plenary Session of the 12th CPC Central Committee clearly points out: 
“The full development of a commodity economy is an indispensable stage in the 
economic growth of society and a prerequisite for our economic modernization. It 
is the only way to invigorate our economy.” In recent years the compensable 
transfer of technology and the emergence of a technology market have greatly 
promoted the development of the national economy as a whole, and have also proved 
the correctness of the Party Central Committee's decision. From emergence to 
full flourish, the technology market in our country has developed almost with 
the speed of a whirlwind. In 1 to 2 years, all kinds of technology development 
companies, consultant companies, and development companies have sprung up like 
bamboo shoots after a spring rain. Technology trade has become an important 
component part of our socialist economy. According to rough statistics from 

a number of provinces, the value of technology transfers from the military indus- 
try to civilian industries alone amounted to more than 300 million yuan this 
year. At present technological exchanges are very brisk in all parts of the 
country. Technology exhibitions and sales fairs have attracted thvusands and 
thousands of enterprises. Technological information has become the hottest 
commodity. In the course of extensive technological exchanges, the value of 
technology has been recognized, and so has the value of intellectuals and mental 
work. Diplomas and various educational certificates have also become more and 
more valuable. Studying technology and seeking more knowledge has become the 
order of the day. The initiative of intellectuals has been aroused and their 
role has been brought into better play. The educational level of the broad 
masses has gradually been raised. This will inevitably promote the rapid 
development of science and technology and will give rise to more and more tech- 
nological achievements. The technology sarket will become ever brisker. This 
will precisely be a benign cycle which promotes the prosperity of our socialist 
economy and our scientific and technological undertakings. 


However, we should also notice that some problems in the management of technology 
transfer should be urgently solved. For example, there are the foilowing prob- 
lems in economic management concerning technology transfer: First, although 
many “companies” and “centers” now have been established, people still do not 
quite know Low to operate these organizations. In particular, they do not under- 
stand patent law, contract law and some other economic laws and regulations 
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and do not know the process of inviting tenders, entering bids, and signing 
contracts and the essence of these procedures. Therefore, cases related to 
infringements upon others’ rights, violations of contracts, and business dis- 
putes have occurred frequently. Some units and individuals have even broken 

the law in conducting business. Although some enterprises have accumulated 
quite a few technological achievements, they still cannot properly transfer 
them to make a profit because they do not know how to handle this business or 
how to run the organizations engaged in technology transfer. Second, before 
entering the market, technological achievements always have to undergo a process 
in order to turn themselves into commodities, and that is the technological 
development work, as we often say. Technological development requires some 
funds. Because it may succeed and also may fail, investment in technological! 
development is called risk investment. At present a prominent problem is the 
insufficiency of funds for technological development. This is related to the 
thinking of some authorities concerned. They think that investment in techno- 
logical research and development must have guarantees, and funds appropriated 
to enterprises for technological transformations must also have guarantees. 

As a result, funds for technological development are always insufficient. Third, 
there should be competition in the technological market, and only by taking 

an active part in the market competition and winning in it can an owner of tech- 
nology continue to develop it. However, many people now still think that they 
may make a good fortune for a long time by monopolizing an advanced technology. 
This does not conform with socialist principles and is not a practice of high- 
minded people. Of course, we should protect people's right to their knowledge 
and technological property. But the protection of property rights is to encour- 
age competition rather than secure a monopoly of technology. To win in the 
competition, one should have three conditions: 1) The technology one provides 
should be of high quality; 2) the price should be reasonable; and 3) the tech- 
nological service should be good. Among other things, the quality of technologi- 
cal service has a bearing on the application of the technology and also on 

the reputation of the supplier of the technology. However, people have not 
paid sufficient attention to this work yet. Fourth, the transfer of technologi- 
cal achievements is not merely the circulation of technology; it also includes 
technological consultation, tendering for and contracting projects, hiring tech- 
nicians from research units on a short term basis, and technicians’ sparetime 
work to spread their knowledge. It is necessary to work out relevant policies 
and rules in these aspects in order to guide these processes. 


In order to make the technological market thrive and to facilitate the transfer 
of technology, we should promote the study of theory on techno-economics. The 
study of techno-economics should not only be directed at the analysis of some 
individual items, such as the study of the economic results of a research pro- 
ject or a tectmological transformation project in an eterprise; but we should 
also orient the study to the basic and overal! factors of the economy, including 
the appliclation of the law of value in the whole process of technology transfer, 
from the “production” to the “consumption” of technology, the forming and measure 
of the value of technology, and the role of technology transfer in economic 


development. 
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FOREIGN TRADE AND INVESTMENT 


INTERNATIONAL COOPERATION MEETING ENDS IN XIAN 
0W110906 Beijing XINHUA Domestic Service in Chinese 1505 GMT 10 Dec 84 


[Text] Xian, 10 fc (XINHUA) -- The Ginghai Provincial International Syuaposius 
on Economic and Technical Cooperation came to a successful conclusion in Xian 


today. 


During the 10-day symposium, Ginghai Province signed 49 contracts and letters 
of intent worth some $70 million in the form of joint ventures, coproduction, 


and compensation trade with foreign firms. 
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FOREIGN TRADE AND INVESTMENT 


GINGHAI PROMOTES FOREIGN ECONOMIC RELATIONS 
HK310253 Xining Ginghai Provincial Service in Mandarin 1100 GMT 30 Dec 84 


[Text] According to GINGHAI RIBAO, in implementing the policy of enlivening 

the domestic economy and opening up to the world, Ginghai has scored gratifying 
successes in foreign economic relations work this year, which are mainly expressed 
in the following aspects: 


l. The total value of 4 joint-venture and cooperative project agreements signed 
during the year was $53.3 million, including $23.51 million in direct foreign 
investment. These four projects are the Ginghai Xinhua beef and mutton joint 
processing plant, the Ginghai Guesthouse Company Limited, the Xining Kunlun 
Hotel, and the Ginghai foamed plastics plants. 


2. The province has imported advanced foreign technology and equipment to trans- 
form existing enterprises, thus updating and upgrading products, improving eco- 
nomic results, developing new varieties, and boosting competitiveness of products 
in the international market. 


3. The province has further publicized itself in various countries of the world, 
which have thus gained further understanding of Ginghai. This year, the province 
has received in Beijing, Guangzhou, Xian, and Xining nearly 200 businessmen from 
the United States, Britain, France, the FRG, Canada, Italy, Switzerland, Sweden, 
Holland, Australia, Singapore, and Japan, and from the Hong Kong region. The 
province has also despatched economic and technological groups to Britain, the 
FRG, Japan, Australia, and Hong Kong for investigation and consultations. 


4. The province has strengthened its foreign economic relations work organs 
and initially trained a force of cadres for this work. 


At present, the provincial planning commission, finance and economic commission, 
foreign economic relations and trade department, and the Xining branch of the 
Bank of China are working out plans for still sore effective use of foreign 
investment and technological imports next year, so as to create a still better 
investment climate. 
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FOREIGN TRADE AND INVESTMENT 


GINGHAI PROVIDES PREFERENTIAL TREATMENT FOR INVESTORS 
HK310430 XINING Ginghai Provincial Service in Mandarin 1100 GMT 28 Dec 84 


[Excerpts] On 2 December, the Xining City People’s government promulgated 

10 regulations on preferential treatment for foreign investors, in a bid to 
encourage enterprises and individuals at home and abroad to invest in and 
provide technology for the city, as well as to assist it in restructuring the 
present enterprises or establishing new ones. 


The 10 regulations on preferential treatment for opening to the outside world 
are: 


First, Xining City will provide sites for setting up business to be developed 
on a proprietorship or joint venture basis. The city may allocate sites first 
for businesses engaging in key projects before the formed application tor use 
of the sites is submitted. Preferential treatment will also be given in ac- 
cordance with relevant regulations on registration charges. 


Second, the city will provide local raw material and energy resources which 
are required in the construction. The provision and charges will be handled 
the same «s for the city's enterprises. The provision of raw materials for 
key projects cun be included into planning, and these provisions will be sup- 
plied in an unified way. The city, itn turn, will provide a certain amount 

of goods and materials for general projects. 





Third, enterprises and institutions run solely by investors will be completely 
managed by them. The investors will be responsible for appointing leaders, 
recruiting workers, and organizing standardized wage payment. The profits 
earned will go entirely to the investors. For enterprises and institutions 
jointly established by investors and the city, both parties will be responsible 
for managing thee and will share the profits, or one of the two parties will 

be responsible for managing the enterprise or institution, and both will share 
the profits. 


Fourth, when engaging in developmental construction, establishing businesses 
that will provide goods, assisting the restructuring of old enterprises, and 
starting various service undertakings, the city's banks will provide loans 
with preferential interest rates to investors who face financial problems. 
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Fifth, any new enterprise that imports capital and technology will be exempted 
from income tax for the first 3 to 5 operational years. Those that expand 

the present enterprises, carry out technical transformation, and establish 

new productive capabilities will be levied a flat income tax rate for the first 
5 years. 


Sixth, for any developmental joint venture enterprise whose total investment 

sum exceeds 5 million yuan and in which the investors provide more than 50 
percent of the capital, the investors may take all of the after-tax profit 
earned for the first 2 operational years, and the city will retain no profit. 
Neither will the city retain any after-tax profit if the amount is below 100,000 
yuan or before the investors initial investment is repaid. 


Seventh, the after-tax profit of joint venture enterprises whose total invest- 
ment sum is less than 5 million yuan will be shared in proportion to the per- 
centage of investment, and appropriate preferential treatment will be given 

to the investors. Light industrial products of enterprises which are expanded 
or that undergo technical transformation by investors are permitted to be put 
on the city’s market. The investors can take a larger share of the sales 
profits earned. 


Eighth, the city will introduce technical transfer and services with charges. 


Ninth, experts, scholars, technicians, teachers, and skilled technical workers 
who are invited to the city can be given preferential living conditions. 


Tenth, any Hong Kong and Macau compatriot, Overseas Chinese, or foreigner re- 
siding in China who engages in developmental business and provides technical 
services to the city will be given further preferential treatment. 
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FOREIGN TRADE AND INVESTMENT 


JILIN, JAPAN TO SET UP JOINT VENTURE IN 1985 
SK240326 Changchun Jilin Provincial Service in Mandarin 1030 GMT 22 Dec 84 


[Text] According to our correspondent in Shenzhen, representatives of both 
sides of the Chinese-Japanese Tonic Medicines Company, Ltd.--a Chinese-Japanese 
joint venture--formally signed a contract in Shenzhen on 16 December. This 
venture will be jointly run by the Dongfeng County Pharmaceutical Factory in 
Jilin Province and the (Xionghun) Company, Ltd. in Japan. Zhao Xiu, Jilin 
Province governor, attended the signing ceremony. 


The Dongfeng Pharmaceutical Factory established contacts with the (Xionghun) 
Company, Ltd. in early 1984. Through several talks and exchanges of investi- 
gation and visits, the two sides reached an identity of views on running chis 
joint venture. The contract stipulates: The term of the joint venture is 
tentatively fixed at 15 years. The venture plans to produce 10,000 kg of ex- 
tract ginseng powder and 10,000 kg of extract pilose antler powder a year with 
a designed annual output value of 380 million yuan and a designed profit of 
140 million yuan. The venture will be invested in and managed by both sides, 
and the profit will be shared equally. The Chinese side will supply the raw 
materials, and the Japanese side will have exclusive rights to sell the products 
in international markets in order to serve the people of the world. 


Construction of this joint venture will start in April 1985 at the site of 

the former No 8 workshop of the Dongfeng County Pharmaceutical Factory. A 
total of $2 million will be invested in building a godernized new-style pharma- 
ceutical factory with a total floor space of 15,000 square meters. It will 

be equipped with automatic production lines and use the sort advanced produc 
tion technologies. It will formally go into operation in January 1986. The 
Chinese-Japanese Tonic Medicines Company, Lid. is our province's joint venture 
enterprse run by Chinese and foreign investors. When it goes into operation, 
it will gain a large amount of foreign exchange for the state with considerably 


high efficiency. 
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FOREIGN TRADE AND INVESTMENT 


HENAN MEETING ON FOREIGN ECONOMIC TIES, TRADE 
HK220255 Zhengzhou Henan Provincial Service in Mandarin 2300 GMT 21 Dec 84 


[Excerpts] A provincial conference on foreign economic relations and trade 
concluded in Zhengzhou on 20 December. The meeting studied and discussed the 
speech of a leading comrade of the State Council and the spirit of the national 
conference on foreign economic relations and trade, looked into questions in 
reforming the province's foreign economic relations and trade structure, summed 
up work in 1984, and made arrangements for work in 1985. It also discussed 
initial ideas for the province's economy and trade during the seventh 5-year 
plan. 





By the end of October, exports this year amounted to $285.28 million, a rise 

of 27 percent over the same period last year. The province fulfilled the year's 
export plan 4 gonths ahead of schedule. Total import trade up to the end of 
November was $39.8 million, a rise of 84.1 percent over the same period last 
year. 


Provincial CPC Committee Secretary Liu Jie and Governor He Zhukang spoke during 
the meeting. Comrade Liu Jie first fully affirmed the achievements in party 
rectification, in reform of the foreign trade structure, and in foreign economic 
relations and trade work this year. He pointed owt: We must seriously study 
the decision of the 3d Plenary Session of the 12th Central Committee, vigor- 
ously emancipate our ainds, and speed up the reform of the province's foreign 
economic relations and trade structure. We gust separate duties and respons!- 
bilities of the government and the enterprises, truly enliven the enterprises, 
and strengthen the concept of competition. We must uphold the integration 

of industry and trade, agriculture and trade, planning and trade, and imports 
and exports, and speed up the reorganization and technological transformation 
of Henan’s economy. We sust change the previous isolated and closed situation 
of foreign trade work and establish the concept of systematic operations. 

We gust strengthen foreign trade work and continue to develop international 
markets. At the same tige we gust strengthen horirontal ties and mutual co 
operation inside and outside the province. We must take full advantage of 

all favorable opportunities and conditions for stimulating the development 

of industry and agriculture. 


We must put the leadership organs on a sound basis and establish the provincia! 
committee for foreign ecomomic relations and trade. We should bring into play 
the role of all-round arrangements and coordinated planning. We must attach 
importance to training the foreign economic relations and trade force, and 


boidly promote young cadres. 
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FOREIGN TRADE AND INVESTMENT 


LIAONING STEPS UP COOPERATION WITH FOREIGN FIRMS 
0W280757 Beijing XINHUA in English 0650 GMT 28 Dec 84 


[Text] Shenyang, December 28 (XINHUA)--Liaoning Province signed 684 contracts 
with foreign firms in the first 11 gonths of 1984, according to a senior offi- 
cial. 


The deals were worth 393.4 million U.S. dollars, 4.7 times the amount in 1983, 
said He Chengbo, deputy director of the provincial commission of foreign eco- 
nomic relations and trade. 


Projects include joint ventures, co-production, compensation trade, leasing, 
and import of technology and equipment, he added. 


In the meantime, more than 4,000 technicians, workers, cooks and seamen fren 
Liaoning have been sent to work on construction sites or provide services abroad. 


The province now has economic and technological cooperation ties with 40 coun- 
tries and regions, including Uganda, Iraq, Egypt, Japan, Tunisia and Hong Kong. 


“Liaoning has signed 22 contracts for the establishment of Sino-fvureign joint 
ventures this year, involving 18.84 million U.S. dollars in foreign investment 
~-7.2 times the total for the previous five years,” He Chengbo said. 


In 1984, the province will use sore foreign funds to import over 1,000 items 
of technology to upgrade existing factories and gines, he added. 


Priority will be given to the development of the energy, electronics, textiles, 
food, chemicals and light industries, and construction of communications facili- 
ties and harbors. 


Advanced technology will be introduced to revamp the Anshan and Benxi Iron and 
Steel Companies, and two cpecial steel plants at FPushun and Dalian. 
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FOREIGN TRADE AND INVESTMENT 


MORE FOREIGN ECONOMIC COOPERATION IN GUANGDONG 
OW211026 Beijing XINHUA in English 0901 GMT 21 Dec 84 


[Text] Guangzhou, December 29 (XINHUA)--The open policy has lured more and 
more foreign capital into 31 of 43 sountainous counties in Guangdong Province, 
officials here said. 


These counties used Hong Kong, Macao and foreign investment of 33 million U.S. 
dollars in the first eight gonths of this year, 1.7 times more than the total 
attracted from 1979 to 1983. 


Foreign investment, until now made aainly in Guangdong’s big cities and special 
economic zones of Shenzhen, Zhuhai and Shantou as well as their surrounding 
areas close to Hong Kong and Macao, is reaching outlying areas. 


One example is Luoding County some 400 kilometers from Hong Kong and Macao, 
which signed 222 contracts of cooperation in the first ten months of this year, 
against only nine in 1979. 


Yingde County, which has large reserves of granite and marble, used 3.5 million 
U.S. dollars to develop its building materials industry. The county's marble 
factory invested 1.92 million U.S. dollars in importing excavation and polish- 
ing equipment. It is now expected to yearly turn out 150,000 square aeters 

of marble slabs worth three sillion U.S. dollars. 
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FOREIGN TRADE AND INVESTMENT 


BANGLADESH SIGN ‘LONG-TERM’ TRADE ACCORD 
OW212039 Beijing XINHUA in English 1447 GMT 21 Dec 84 


[Text] Dhaka, December 21 (XINHUA)--Bangladesh and China today signed a long- 
term trade agreement, under which goods worth about [figure indistinct] million 
U.S. dollars will be exchanged each way over the next five years. 


The agreement was signed by Wang Pinging, representative of the Chinese Minis- 
ter of Foreign Economic Relations and Trade, and Syed Hassan Ahmed, Bangladesh 
Commerce Secretary. Wang has been in this country for the past five days for 
trade talks with Bangladesh officials. 


Under the new five-year trade accord, China will export to Bangledesh coal, 
steel billets, pig iron, raw cotton, rice, diesel oil, lubricating base oil, 
consumer goods and chemicals. 


China will import from Bangladesh raw jute, jute goods, hides and skins, finished 
leather products, processed timber, tobacco, newsprint, electric wires and cables 
and telephone cables. 


The two countries also signed the eighth barter trade protocol for the year 
1985 under which they plan to exchange goods worth 32 million dollars each way. 
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FOREIGN TRADE AND INVESTMENT 


TRADE BETWEEN TIBET, NEPAL EXPANDS RAPIDLY IN 1984 

HK210343 Beijing CHINA DAILY in English 21 Dec 84 p 2 

[Text] Trade volume between the Tibet Autonomous Region and Nepal is expected 
to reach 27.8 million yuan ($10 million) this year, more than double that of 
last year, the newspaper ECONOMIC INFORMATION reports. 


Last year, Tibet exported to Nepal wool and live sheep worth more than six mil- 
lion yuan ($2.1 million). Its Ali Prefecture, adjacent to Napal, can export 
100,000 live sheep annually. 


To expand trade, the Nepalese side has agreed in principle to a proposal allow- 
ing Tibet to export inland-made commodities to Nepal. 


Last year, Tibet imported from Nepal such commodities as jute sacks, Tibetan 
boots, grain, sugar and textile fabrics. 


Nepal will also add cement, timber, reinforcing bars and building materials 
in the future. 


Tibet and Nepal also plan to cooperate in the development of tourism. 


In the past few years, a shortage of foreign exchange in Nepal strictly limited 
the country's imports by sea. 


However, Nepal has encouraged overland imports from India and China. Duties 
on imported goods coming over land are 50 percent less than those arriving by 











FOREIGN TRADE AND INVESTMENT 


291 CONTRACTS WITH OVERSEAS INTERESTS JANUARY TO NOVEMBER 
0W240916 Beijing XINHUA in English 0900 GMT 24 Dec 84 


[Text] Beijing, December 24 (XINHUA)--Beijing signed 291 contracts with over- 
seas interests in the first 11 months of this year, according to today's 
BEIJING DAILY. 


The contracts involved a total foreign investment of 290 million U.S. dollars, 
more than twice as much as in the whole of 1983. 


Of this, 200 million dollars went on imports of technology and equipment and 
90 million on joint ventures and co-production projects. 


One-third of the contracts were for foods, textiles and light industrial pro- 
ducts, one-quarter for electronic equipment and the rest for building materials, 
printing and tourism facilities. 


Municipal authorities say that 400 projects have been arranged to use foreign 
funds and technology in 1985, and that 300 enterprises have been earmarked for 
technical upgrading through cooperation with foreign firms. 


Between 1979 and 1983 Beijing contracted more than 500 projects with a total 
foreign investment of 700 million U.S. dollars. 
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FOREIGN TRADE AND INVESTMENT 


GUANGDONG TO USE MORE FOREIGN FUNDS IN 1985 
OW290819 Beijing XINHUA in English 0716 GMT 29 Dec 84 


[Text] Guangzhou, December 29 (XINHUA)--Guangdong Province plans to actually 
use 80 percent more foreign funds in 1985 than this year, an official said here 
Friday. 


Contracts concluded this year with firms from overaseas, Hong Kong and Macao 
will reach 17,000 by the enc of this month, a rise of nearly 50 percent over 
1983. The deals wil} involve 1.15 billion U.S. dollars in foreign funds, up 
56.25 percent and the sum used will be 500 million U.S. dollars, said Li Haidong, 
deputy director of the Provincial Commission of Foreign Economic Relations and 
Trade. 


By the end of this year Guangdong will export 2.4 billion U.S. dollars worth 
of goods, also more than in 1983. Next year its exports will rise by at least 
12 percent, Li added. 


The province's earnings from processing and assembling imported materials will 
soar by over 50 percent to 250 million U.S. dollars this year, Li said. 


Thirty-five of the 90 projects proposed early this year for. overseas coopera- 
tion will go into full or partial operation by the end of December, he added. 


These include six highway bridges, upgrading the microwave circuit between Guang- 
zhou and Hong Kong, food, elevator and refrigerator factories, hotels and a 
color television production line. 


Guangdong will propose 140 projects next year for cooperation with overseas 
firms, Li said. 


These will include planting 40,000 hectares on the Leizhou Peninsula with 
eucalyptus, building a pulp factory with an annual production capacity of at 
least 200,000 tons, a glass factory to produce three million cases a year in 
Shenzhen and a polythene plant to produce 300,000 tons a year in Guangzhou, 
and the utilization of natural gas in the Yingge Sea off Hainan Island. 
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FOREIGN TRADE AND INVESTMENT 


JAPAN-AIDED TOOL VENTURE TO BE SET UP IN FUJIAN 
0W261337 Beijing XINHUA in English 1254 GMT 26 Dec 84 


[Text] Fuzhou, December 26 (XINHUA)--Fujian Province will set up a joint elec- 
tric tool venture with the Japanese Hitachi Company under a contract signed 
here yesterday. 


The deal was concluded by the Mindong Motor Company and the Fujian Provincial 
Investment and Enterprises Company on the one side, and the Hitachi Koki Co. 
Ltd.--a subsidiary of the Japanese Hitachi Company--and Toei Shoko Company Ltd. 
of Japan on the other side. 


The joint venture—-the Mindong-Hitachi Electric Tools Co. Ltd.—-wiil produce 
50,000 electric hammers, saws, drills and planes in the first year of operation 
with technology and equipment provided by the Japanese. Production will increase 
to 200,000 in the third year. 


The company wil’ have a registered capital of 3.5 million U.S. dollars, shared 
by the two sides on a 50 percent basis. 


Xiang Nan, first secretary of the Provincial Communist Party Committee, received 
a Hitachi group before the signing ceremony. 


The establishment of the venture, he said, is the second milestone for coopera- 
tion between Fujian and Hitachi. 


The first was the Fujian-Hitachi Television Set Co. Ltd. in Fuzhou, the provin- 
cial capital. 
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FOREIGN TRADE AND INVESTMENT 


JOINT VENTURES FLOURISH IN ZHEJIANG PROVINCE 
OW270931 Beijing XINHUA in English 0849 GMT 27 Dec 84 


[Text] Hangzhou, December 27 (XINHUA)--Zhejiang Province has this year approved 
13 joint ventures with firms from overseas and Hong Kong, bringing its total 
to 16. 


The ventures will involve about 22 million U.S. dollars in foreign investment, 
according to the provincial department of foreign economic relations and trade. 


they will produce textiles, electronics, computers, synthetic leather and light 
industrial goods. 


Four joint ventures are already operational--the Xihu Rattan Products Co. Ltd., 
in the provincial capital of Hangzhou, the Orient Spectacles Factory, in the 
city of Ningho, the Hangfeng Textiles Co. Ltd., and Hangzhou Computer Ltd., 
both in Hangzhou. 


Negotiations are under way for the establishment of il sore joint ventures with 
overseas firms, a department official said. 


These involve the manufacture of photoelectric components, linen textiles, shoes, 
pharmaceuticals, refrigeration equipment and coatings. 


Of the eight cooperative businesses already approved, six have gone into opera- 
tion, making color television sets and silk clothing, providing vitc> ,ame 
machines, handling apartment sales and processing color films. 


In all, the province has used 25.56 million U.S. dollars in foreign funds this 
year, compared with 30.62 million dollars during the previous six years. 


The Xihu Rattan Products Company, set up with a Hong Kong firm in 1981, has 
made profits of 1.1 sillion h.k. dollars since it was launched four years ago. 


The company manages 15 factories in eight counties, employing 2,000 people. 
It will produce 10 million yuan worth of rattan ware this year. The product 
is now exported to 16 countries and Hong Kong and Macao. 


The Hangzhou Computer Company, established with a Hong Kong firm last June, 
will build 100 computers processing Chinese characters this year, orders are 


pouring in. 
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FOREIGN TRADE AND INVESTMENT 


HANGZHOU PLANS FURTHER OVERSEAS COOPERATION 

OW040722 Beijing XINHUA in English 0640 GMT 4 Jan 85 

[Text] Hangzhou, 4 Jan (XINHUA)--Hangzhou now plans to spend 190 million 
U.S. dollars importing 116 items of technology this year while continuing 
the effort to develop into a tourist and scenic resort of international 


Standards, according to Deputy Mayor Li Zhixiong. 


This capital of Zhejiang Province signed a dozen contracts for the establish- 
ment of joint ventures and cooperative businesses with firms from overseas 
and Hong Kong last year, he said. 


These were worth 46 million U.S. dollars. 


Hangzhou, one of China's best known scenic city, administers six urban dis- 
tricts and seven counties, with a total population of 5.4 million. 


The Hangzhou Economic Development Corporation was set up last September to 
use foreign funds, import technology and establish joint ventures. 


It has proposed the following areas for overseas cooperation: 


--developing a tourist zone centering on Hangzhou and opening a new scenic 
zone around the Qiantang, Xin'an and Fuchun rivers; 


--opening a new industrial district in Yuhang county under the city's juris- 
diction. The district, 20 kilometers from the city center, will cover 24 
square kilometers; 


--building an airport and expressway and opening new shipping routes; 


--expanding textiles and clothing industries to make full use of Zhejiang's 
abundant supplies of silk; and 


--boosting food, electronics, fine chemicals and new building materials indus- 
tries, as well as forestry, animal husbandry and fresh-wa:er fish breeding. 
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FOREIGN TRADE AND INVESTMENT 


ZHANG JINGFU MEETS WITH FRG STEEL EXECUTIVE 
OW221254 Beijing XINHUA in English 1205 GMT 22 Dec 84 


[Text] Beijing, 22 Dec (XINHUA)--We should expand our cooperation beyond pur- 
chases of steel rolling mills, State Councillor Zhang Jingfu told Heinrich 
Weiss, chairman of SMS Schloemann-Siemag AG and his party in the Great Hall 

of the People today. 


The China National Technical Import Corporation (CNTIC) and the Federal German 
firm signed a contract today on importing a hot strip rolling mill for the 
Basoshan iron and steel complex. The Shanghai plant will be the biggest 

of its kind in China when the second phase of its contruction is completed 

in the next few years. 


China would welcome German experts and engineers as advisors, chief engineers 
or directors at Baoshan, Zhang added. 


A CNTIC spokesman said the new mill was the largest so far purchased. It 
would have an annual production capacity of 4.2 million tons of steel plates 
and sheets, he said. 


The mill is scheduled to go into operation before June, 1989. 


Also present at the signing ceremony were Chinese Government officials and 
diplomatic envoys of the German Federal Republic and France. 


CSO: 4020/64 
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FOREIGN TRADE AND INVESTMENT 


CHEN MUHUA TO MEET NEPALESE TRADE DELEGATION 
OW251048 Beijing XINHUA in English 1032 GMT 25 Dec 84 


[Text] Beijing, 25 Dec (XINHUA)--A Nepalese government economic and trade 
delegation led by Prakash Chandra Lohani, minister of finance, arrived here 
this afternoon. 


The delegation is invited here to attend the first meeting of the Sino- 
Nepalese Joint Economic and Trade Committee and on a friendly visit to China 
by the ministry of foreign economic relations and trade. 


The Nepalese visitors were met at the airport by Lu Xuejian, vice-minister of 
foreign economic relations and trade, and Guna Shumshere Jung Bahadur Rana, 


Nepalese ambassador to China. 


Chen Muhua, Chinese state councillor and minister of foreign economic relations 
and trade, will hold talks with the delegation tomorrow morning. 


CSO: 4020/64 
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FOREIGN TRADE AND INVESTMENT 


BRIEFS 


HUBEI FOREIGN TRADE--The province has achieved gratifying results in this year's 
foreign trade and economic relations. The results are marked by the following 
three points. 1) The province has achieved syonchronous growth in the export 
business and economic results. From January to November, the province pur- 
chased some 1.11 billion yuan of commodities for export, overfulfilling this 
year's plan by 4.1 percent. 2) The province has actively used foreign funds 
to bring in advanced technoloxy. It is estimated that foreign funds used by 
the province may exceed d100 million, an increase of 100 percent as compared 
with last year. 3) The province has made new achievements in foreign eco- 
nomic aid, including contracting for foreign projects and exporting labor 
service. [Summary] [Wuhan Hubei Provincial Service in Mandarin 1100 GMT 

14 Dec 84 HK! 


LIAONING ECONOMIC CONTRACTS--Liaoning Province signed 565 economic and tech- 
nical cooperative contracts with foreign countries involving a total sum of 
$321.6 million, 1.6 times that of the annual plan. [Summary] [Shenyang 
Liaoning Provincial Service in Mandarin 1030 GMT 21 Tec 84 SK] 


CSO: 4006 
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SPECIAL ECONOMIC ZONES 


SHENZHEN SEZ‘'S ACCOMPLISHMENTS AND PROSPECTS DISCUSSED 


Beijing GUOJI MAOYI WENTI [INTERNATIONAL TRADE JOURNAL] in 
Chinese No 5, Sep-Oct 84 pp 1-5 


[Article by staff reporter: "Shenzhen SEZ's Accomplishments 
and Prospects--Summary of a Visit"] 


[Excerpt] The accomplishments of the Shenzhen SEZ are clearly 
reflected in its city building, the industrial and agricul- 
tural production and the people's livelihood. 


1. Rapid progress in city building. Up to the end of 1983, 
completed capital construction represented an investment of 
1.9 billion yuan, and completed projects cover an area of 3.4 
million square meters. in the Luohu commercial district and 
the Shekou industrial district, high buildings and large 
mansions are arrayed one next to the other. Construction tire 
for one high-rise building is about 1 year. In the case of 
the International Trade Center, advanced working methods were 
used, constructing one storey per week and finishing concrete 
pouring in 3 or 4 days, thus attaining advanced international 
standards of work performance. Summer resorts at Xiangmihu 
Lake and Xililm Lake were quickly built up and in full opera- 
tion with very good economic results. In the western part of 
the zone, Shekou port was built fer passenger and freight 
traffic and a berth for 10,900-ton ships at Chiwan Bay. A 
heliport is in operation at Nantou, and a new medium-sized 
city of quite some proportions is initially taking shape. 


2. Industrial and agricultural production has doubled and re- 
doubled. Industrial enterprises have increased from 112 in 
1979 to 1,847 at the end of 1983. The industrial gross output 
value increased from 66.11 million in 1979 to 720.41 million 
yuan in 1983, a 10-fold increase. The agricultural output 
value increased during the same period from 114 million to 152 
million yuan. Revenue increased 14.9 times from 1979 to 1983. 
Labor productivity increased considerably. Taking industrial 
enterprises owned by the whole people and with independent 
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accounting systems as example, the product value per person 
rose from 5,267 yuan in 1980 to 17,567 yuan in 1983. 


3. Improvement of the people's livelihood. In state enter- 
prises the average monthly salary or wage was 82.5 yuan in 
1980, which by 1983 had risen to 130.9 yuan. In joint enter- 
prises average salaries and wages were even higher than this 
figure. The average income of peasants also increased very 
quickly. In Baoan County, for instance, the average income 
per person was somewhat over 500 yuan in 1981, but by 1983 had 
increased to 1,200 yuan, i.e. by 1.4 times in 2 years. 


Apart from the above, the achievements in building up the 
Shenzhen SEZ have also played an important role in the con- 
solidation of our border defences and in maintaining social 
order. 


Reasons for the Economic Achievements of the SEZ 


Analysing and studyig the reasons for the great achievements 
of the SEZ is necessary in order to sum up experiences and 
promote the development of future SEZ undertakings. This re- 
porter is of the opinion, that the following four reasons are 
mainly responsible for the positive results of the Shenzhen 
SEZ: 


First, the active implementation of the party's policy of 
opening up toward the outside world and of invigorating the 
domestic economy, with full utilization of the geographical 
condition of Shenzhen, being located so close to Hong Kong, 
and the advantages of having a large tract of land and abun- 
dant manpower available, also by employing a method of "“offer- 
ing attractions to the outside and uniting on the inside,” 
i.e. pursuing development by linking up with foreign capital 
and technologies and domestically with domestic capital and 
technologies. This is the basic reason for the rapid develop- 
ment of the SEZ. 


“Offering attractions to the outside” means attracting foreign 
capital, “uniting on the inside” means joining in investments 
with variocus departments of the central authorities and with 
various provinces, municipalities and autonomous regions. Ac- 
cording to statistics, Shenzhen signed 2,512 agreements with 
foreign firms from 1979 to the end of 1983. The agreements 
plan for a total investment of H.K.$13.2 billion; actual in- 
vestments by foreign firms have reached H.K.$2.9 million. Of 
the undertakings concerned, 127 items were joint capital, 289 
were cooperative and 44 were individual capital investment 
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items. All three types account for 96 percent of all invest- 
ments, the rest being processing of imported materials. Up to 
now, 14 departments and commissions of the central authori- 
ties and over 20 provinces and municipalities have established 
organizations at Shenzhen, cooperating with relevant enter- 
prises in Shenzhen, some even entering into joint arrangements 
with foreign capital to operate various kinds of enterprises. 


The use of foreign capital in the Shenzhen SEZ was a process 
of gradually working up from a lower stage to higher develop- 
ment. In its initial period of construction, the SEZ was 
faced with the basic tasks of increasing the income of the 
masses and of social consolidation. When starting to open up 
and to import foreign capital, the principal operations were 
therefore processing of imported materials. In June 1976, 
Shenzhen was engaged on 76 projects of processing of imported 
moterials, which by the end of 1979 had developed to 200 and 
by the end of 1981 to over 800 items. At the end of 1981, 
every production brigade had on the average 6 or / projects of 
processing imported materials and every commune had scores of 
such projects. As a result, the income of the inhabitants 
quickly increased, social order of the border region became 
stabilized and the most fundamental conditions were provided 
for the further economic development of the SEZ. This was the 
first stage of the importation of foreign capital at Shenzhen. 


On the foundation of social stability, and to create e favor- 
able atmosphere for investments, also to facilitate a faster 
accumulation of construction funds, Shenzhen began from 198! 
on to import foreign capital for large-scale housing and land 
development, for a tourist center and for commercial and other 
service-type undertakings. It is at that time that construc- 
tion was begun on many high-rise buildings, towrist facili- 
ties, department stores, supermarkets, restaurants and hotels. 
This greatly changed the appearance of Shenzhen City and 
gradually improved the environment for further investments. 
This, then, was the second stage in the importation of foreicen 
capital at Shenzhen. This stage is still up to now in a 
continuous process of development. 


Having thus initially created a favorable environment for in- 
vestments, the gradual importation of industry began, marking 
the beginning of Shenzhen's third stage in the importation of 
foreign capital. 


Practice has proven that these changes in the substance of 
foreign capital importations are consistent with the objective 
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demands of the economic development of the SEZ and that they 
have been absolutely correct. 


In most instances the utilization of foreign capital was 
carried out in connection with relevant departments of the 
central authorities and with various provinces, municipalities 
and autonomous regions. In general, Shenzhen provided the 
land and the foreign firms or domestic sources provided 
capital, technologies, equipment and raw and other materials. 
Shenzhen collected a land-use fee, a proportionate share of 
the profits and in addition a gains tax of 15 percent and a 
business tax of 3 percent. The share of the foreign capital 
is to revert to China after expiry of a period determined in 
the agreements. The principle of “offering attractions to 
the outside and uniting on the inside” not only provided 
capital, technologies and equipment for the constructios; of 
the SEZ, but also helped train managerial and technical 
personnel, thereby creating favorable conditions for the 
further development of the SEZ. The local comrades said we 
achieved our development by relying on two “1's” --land and 
lips. Analysing the essence of the matter, the main reason 
why “land and lips” could create so powerful an economic force 
is the preferential policy adopted by the party and the state 
toward the Shenzhen SEZ--exeaption of imported building ma- 
terials, machinery and raw materials from import duty and a 
reduction or remission of gains tax for 3 or more years, etc. 
This preferential policy gives the SEZ an advantage over the 
inland regions. In the economic interchange between the SEZ 
and the interior, the SEZ will gain considerable econonic 
benefits. However, the interior will be willing to actively 
invest in the SEZ hecause it will on the one hand want to 
support the SEZ cor :‘truction, but also because it will be able 
to share benefits from the preferential policy that applies. io 
the S22 and also because it will be able to utilize the ad- 
vanced technologies imported into the SEZ, which can then be 
widely applied in the interior. 


“Offering attractions to the outside and uniting on the 
inside” is a new pattern of production and exchanges. This 
method, on the one hand, integrates foreign capital, technolo- 
gies, equipment and raw materials with the local resources of 
land and sanpower, and on the other hand also integrates 
capitel aad technologies from other parts of China with the 
lecsl ganpower and resources. As @ consequence, Shenzhen, 
Originally a piece of bleak and desolate land, was quickly 
turned into the producer of fairly advanced equipment and 
enterprises, and the Shenzhen Sid was enabled to obtain 
various benefitse--revenue from the land, shares of enterprise 
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profits, collection of various taxes and the general promotion 


of the economic development of the SEZ, 


Second, taking full advanta:. of the self-determination which 
the central authorities are allowing the SEZ, the active re- 
form of the managerial system and the mobilization of every- 
one's enthusiasm provide important impetus for the rapid eco- 
nomic development of the SEZ. 


First of all, the economy of the SEZ is governed principally 
by market regulat’on, and the law of value is playing a domi- 
nating role. All departments and all enterprises freely 
compete, and no department or enterprise is limited in its 
specialization or division of labor. They are to operate 
comprehensively and in a diversified manner, as expressed in 
the saying “integrate local and outside goods, make produc- 
tion, supply and marketing one continuous process," and pro- 
fit is to be the axis around which everything turns. The 
Shekou industrial district raised the slogan: "Time is money, 
efficiency is life." In this way, the enthusiasm in all 
departments and enterprises was aroused to fully take advan- 
tage of the preferential conditions in the SEZ, aiming at 
higher economic results and greater prosperity for the economy 
of the SEZ. 


Next, t e SEZ generally applies higher wage standards than the 
jnterioi, and most of the departments and enterprises are, 
furthermore, left free to determine their own wage and bonus 
standards, thus smashing the "feeding from the same big pot” 
wage system that used to determine basic wages and bonuses. 
What is to be carried out is a “distribution according to 
work" wage system, i.e. a system of job wages plus floating 
wages or piece rate wages. High pay and floating wages 
aroused the enthusiasm of the cadres and workers. For in- 
stance, in the contract responsibility system of the construc- 
tion industry, the lowest pay in the construction teams was 8 
yuan per day and the highest 20 yuan per day. At the Zhuyuan 
Hotel, the highest wage was 290 yuan and the lowest 160 yuan, 
and their wage system was: the job wage was to be 50 percent 
of the total wage and 50 percent was to be floating wage. In 
the 50 per cent of the floating wage, 25 percent was linked to 
the profits of the enterprise in question and 25 percent 
linked tothe work attitude and work discipline of the worker 
concerend. 


As to the management, some enterprises changed the original 
system of factory responsibility under the guidance of the 
party committee to a system of having one director and of 
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having all managers and factory directors elected by the 
masses, to be approved by the higher authority and to serve 

2 years with the possibility of being reelected for continued 
service. For staff and workers, a system of employment con- 
tracts was instituted. These reforms broke down egalitarian- 
ism and the “iron rice bowl," and raised the dedication and 
sense of responsibility among cadres, staff and workers. 


Third, the spirit of arduous effort is also an important 
factor in the rapid development of the Shenzhen SEZ. 


The development of the Shenzhen SEZ took place under extremely 
harsh conditions. For instance, the Shekou industrial dis- 
trict, which is now starting to assume considerable propor- 
tions, had to be built up 3 years ago on a barren piece of 
shoreland. It began with the laborious work of thousands of 
construction workers levelling the hills and reclaiming land 
from the sea, which was the only way to provide a large area 
for construction purposes. Only after providing this founda- 
tion, could foreign investments be brought in and the rapid 
construction accomplish the very advanced installations that 
we see today. Today, there is also the summer resort at 
Xilihu Lake, which has by now assumed considerable propor- 
tions, with over 50 recreational items. When construction was 
started, there were only a few tents, some air guns anda few 
boats. In the sh =<: time of only 2 or 3 years, how much hard 
work and sweat sur construction workers had to be expended. 
Many hotels, touv. .st centers and all kinds of high-rise build- 
ings had to be built up on the barren land next to the reser- 
voir in arduous labor. The local people call the comrades who 
took part in the earliest development work, the Shenzhen SEZ 
land reclamation work oxen, an expression that is to signify 
the arduous pioneering spirit of the Shenzhen construction 
workers. 


Fourth, by using foreign capital and engaging in joint ven- 
tures and also by taking advantage of the closeness of llong 
Kong, building materials for the SEZ could be wbtained in 
abundant quantities. Much of the building materials and 
other raw and semifinished materials were imported by foreign 
capital; much material was also supplied by various provinces 
and municipalities in China. All this provided a very sub- 
stantial material guarantee for the Shenzhen SEZ's building 
and land development, tourist industry and other service 
industries as well as for the development of industry and 
agriculture. These factors too were important elements that 
contributed to the achievement of a fast and effective 
construction at the Shenzhen SEZ. 
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Futur Prospects 


Up to now, remarkable progress has been achieved in building 
and land developments, in the tourist industry and in the 
commercial and other service industries of the Shenzhen SEZ, 
and developments will be carried forward step by step to bring 
an initial measure oi prosperity to the SEZ and provide an 
initial favorable investment environment and favorable busi- 
ness conditions. However, the main objectives of the SEZ are 
the utilization of foreign capital, importation of advanced 
technologies and business management methods, the rapid devel- 
opment of modern production, the production of large quanti- 
ties of export commodities of competitive strength and adapted 
to the needs of the markets, the development of export trade 
and increased receipts of foreign exchange. Examined under 
the aspects of these demands, the Shenzhen SEZ is still in its 
initial stage--the proportion of foreign capital for indus- 
trial production is still comparatively limited, the imported 
technologies are mostly of 1960, only a snall number of item 
of 1970 vintage and export trade has not yet been able to 
register a corresponding progress. 


This reporter believes that Shenzhen, located so close to Hong 
Kong and Macao, has excellent transportation facilities, quick 
access to information, many external relations and excellent 
facilities for import and export trade. With the further im- 
plementation of the party's policy of opening up to the out- 
side and of invigorating the domestic economy and of the rele- 
vant special policies for the SEZ, also basing on the suc- 
cesses already achieved, with active importation of industry, 
importation of truly advanced technologies and their absorp- 
tion, their formation into a complete system and with new 
creations, with the production of export commodities that are 
of good competitive strength on the international markets and 
with further improvements of exports, Shenzhen can in future 
become a new type of medium-ranking coastal city with a con- 
stant prosperity and equipped with advanced technologies. If 
it becomes clear that explorations of the oil fields in the 
South China Sea can be developed, Shenzhen can become the rear 
service and processing base for the South China Sea oilfields, 
which is bound to contribute to an even faster development of 


Shenzhen. 


The scope, speed and results of the future development of the 
Shenzhen SEZ, on the condition that the the general and 
specific policies of the party regarding the SEZ will be 
maintained, will mainly be determined by the following five 
factors: 


91 














1. Will it be possible to build wp suificient sources of 

energy commensurate to the needs oi economic developnents. 
In the wake oi the speedy economic development of the SZ, 
there is a constantly increasing demand for energy. Espe- 
cially when there is a rapid expansion of the scope of in- 


ported industry, the development of additional sources of 
energy must keep pace with these developments. At present, 
ground has already been broken for the construction of 
Shenzhen's nuclear power plant, but this will not be able to 
solve the energy shortage in the next 6 or years. It is 
therefore necessary to adopt measures to meet the energy needs 
of developments in the SEZ. Otherwise, this is bound to have 
an adverse effect on the scope and speed of the developing in- 
dustrial production. In the long view, the problem of power 
shortage will find its proper solution after the Shenzhen nu- 
clear power plant will have been built and gone into opera- 
tion. 


i 
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2. Will transportation facilities be able to keep pace with 
developments. During the last few years of Shenzhen's rapid 
economic development, the problem of insufficient communica- 
tions and transportation facilities became more anc more 
acute. At present, railway transportation is already reaching 
the point of saturation and is extremely tieht. The port con- 
Struction is not yet completed and cannot yet fill in the gap. 
To conform to the economic development of the SEZ, it is 
necessary to vigorously push the laying of additional railway 
tracks between Guangzhou and Shenzhen and thus substantially 
increase the transportation capacity of the railway. It will 
also be necessary to pay attention to the supplementary 
construction of the port and the construction of expressways. 
Only if the transportation facilities are speedily expanded, 
can the speed and high effectiveness of Shenzhen's economic 
development be maintained. 


3. The currency problem in the SEZ. At present, several 
currencies are in circulation in Shenzhen, their conversion 
rates are irrational and they are not freely convertible. 
This is having an adverse effect on the utilization of foreign 
capital and on the money market. For instance, due to the 
irrational exchange rates, foreign firms that want to engage 
in joint ventures or independently financed business are 
willing to import installations, raw and semifinished materi- 
als but are unwilling to bring in capital. To solve this 
problem, the centrai authorities have decided to issue on a 
trial basis a special currency for use in Shenzhen. The SEZ 
currency must be a freely convertible currency, and the 
conversion rates should be allowed to float freely on the 











international money market. The issue ot the SEZ currency 
solves the present problen of irrational exchange rates. It 
will definitely have a positive effect on the attraction of 
foreign capital, on expanded foreign investments in Shenzhen 
and on stabilizing the money market in Shenzhen. lowever, it 
might also lead to problems in the relationship betweeen a 
convertible SEZ currency and a nonconvertible RNB. This is 
also an important question that has an impact on Shenzhen's 
development and must be properly solved in actual practice. 


4. Will it be possible to import truly advanced technologies 
and develop a mainly export-oriented production. Shenzien's 
economy requires the importation of industry on a much larger 
scale. The crucial point in the importation of industry is 
that truly advanced technologies must be imported, capable of 
large-scale production of commodities that can compete in 
foreign markets and thus establish a mainly export-oriented 
industry. This is the larse problem that is to determine the 
developmental orientation of Shenzhen's econony and that is of 
Significance for the scope, speed and effectiveness of 
Shenzhen's future development. At present, with regard to the 
importation of advanced technologies, Shenzhen is just now 
taking its first steps; great efforts are still required in 
all respects to achieve important breakthroughs. In that 
respect, in the course of carrying out “offering attractions 
to the outside and uniting on the inside,” all ministries and 
commissions of the central authorities and the various 
provinces and municipalities should give energetic support and 
cooperation. Considering the accumulation of developmental 
funds, the building and land development, the tourist indus- 
try, the commercial and other service industries can yield 
fairly large economic results. The development of these 
undertakings is very necessary and their scope, furthermore, 
should still be expanded. However, considering the strategy 
of Shenzhen's economic development, it seens that from now on 
it becomes necessary to devote our main strength to the 
importation of industry, importation of advanced technologies 
and to the development of mainly export-oriented production. 


5. Whether it will be possible to expand foreign markets is 
a core question for the future development of the Shenzhen 
SEZ. In the last 3 years, Shenzhen's industrial production 
has been rapidly increasing. Accordine to statistics, the 
gross output value of Shenzhen's industry was 84.44 million 
yuan in 1981 and increased to 720.41 million yuan in 1983. 
However, the development of Shenzhen's export trade has not at 
all been rapid, and its scope has remained rather small. In 
1980, the total value of Shenzhen's exports was U.S.$11.24 
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million and increased to $21.10 million in 1983, ie. it did 
not even double. Furthermore, looking at the composition of 
export commodities, they were mostly foodstufis, fruits and 
vegetables and very few industrial products. That is not 
surprising at this initial stage of construction of the SEZ. 
Because the important concern at this stage is to create a 
favorable investment environment and favorable business 
conditions, the largest portion of the industrial gross output 
value is taken up byw the production value of the building 
industry. According to statistics, in the more than 700 
million gross industrial output value in 1983, over 600 mil- 
lion were taken up by the building industry. Furthermore, 
since the SEZ currency has not yet been issued, there is no 
two-line control between the SEZ and the interior, so that 

in all commodity exchanges between Shenzhen and the interior, 
both sides may gain advantages from the preferential policies 
toward the SEZ. The question of export markets for the 
products of Shenzhen is therefore not at all acute. 


Considering the future developments of Shenzhen, when industry 
and technologies will have been imported on a large scale and 
production will have been developed, the expansion of foreign 
markets is bound to become an important question. Especially 
after the issue of the SEZ currency and the institution of a 
two-line control, the flow of Shenzhen commodities into the 
interior will experience restrictions, and the export problem 
will indeed become an acute one. It is therefore necessary 
from now on to devote energy to the importation of advanced 
technologies, to the development of products that have com- 
petitive strength on the international markets, to the estab- 
lishment of information on science and technology markets, to 
the establishment of a marketing network abroad, and to the 
training of foreign trade specialis*s. Of course, the crucial 
point in the expansion of forcign markets is that we must 
develop advanced enterprises and advanced products that are up 
to irternational standards. 


The present visit has given this reporter a better understand- 
ing tha* the policies of the central authorities oi opening up 
to the outside world and on invigorating the domestic econony, 
as well as the resolution on establishing the SEZ, are cor- 
rect. It was only possible, precisely under the guidance of 
the correct strategic decisions of the Central Committee of 
the party, for the Shenzhen SEZ to accomplish such great 
achievements in the short time of a little over 3 years; the 
policies and decisions of the party, furthermore, laid the 
firm foundation for future developments. In the course of 
these future developments, the Shenzhen SEZ is bound to meet 
up with certain difficulties and problems. These will be 
problems of progress that can be overcome. The prospects for 
the development of the Shenzhen SEZ are very bright. 
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SPECIAL ECONOMIC ZONES 


IMPROVED LEGISLATION PROMOTES SHENZHEN ECONOMY 
Beijing XINHUA in English 1557 GMT 25 Dec 84 


[Text] Shenzhen, December 25 (XINHUA)-—-The Shenzhen Special Economic Zone had, 
by the end of the last October, signed 3,316 agreements and contracts involving 
a total investment of six billion yuan with overseas iirms. 


Of some 3,000 contracted items, more than 75 percent are industrial projects, 
according to the national conference on legal aspects concerning foreign economic 
activities in special economic zones and the 14 coastal open cities, which 
closed here today. 


Zhaou Huandong, deputy director of the policy research office of the Shenzhen 
people's government, attributed the economic development of the zone partly 

to the gradual improvement of China's economic legislation and judicial system 
concerning foreign economic activities. 


In the past four years, China has enacted more than 100 special economic laws 

and regulations relevant to foreign economic activities. In Shenzhen, nine 

such regulations have been formulated. They ccacern registration of enterprises, 
and management of land, commodity houses, labor and wage, and foreign economic 
contracts. 


The enacted laws and regulations had effectively protected the legitimate rights 
and interests of investors and greatly promoted the economic development of 
the zone, Zhou said. 


Eighty-four percent of the nearly 100 joint ventures and enterprises with exclu- 
sive foreign investment that set accounts in 1983 made profits, with an average 
profit-making rate of 15 percent. All the enterprises in operation have been 
increasing the sales of their products on world markets. 


The city's total industrial output value in the first ten months of this year 
reached 1.] billion yuan, 19 times more than that of 1979, the year before the 
special zone was set up, Zhou added. 


With the strengthening of the country's legal system and the improvement of 
investment environment, local investment items have envolved more bigger, indus- 
trial enterprises, more investment from the developed countries and more joint 
ventures or enterprises with exclusive investment, Zhou said. 
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SPECIAL ECONOMIC ZONES 


INDUSTRY, INVESTMENT IN SHENZHEN SPECIAL ZONE INCREASE RAPIDLY 
HK270340 Beijing ZHONGGUO ¥INWEN SHE in Chinese 0704 GMT 26 Dec 84 


[Report by correspondent Liu Zhaoyi: “Industry in the Shenzhen Special Economic 
Zone Develops at a High Speed” |} 


[Text] Shenzhen, 26 Dec (ZHONGGUO XINWEN SHE) -- The gross output value of 
industrial production in the Shenzhen Special Economic Zone from January to 
October this year exceeded 1.1 billion yuan, 19 times as much as that of 1979, 
the year prior to its establishment. 


This was disclosed by Zhou Huandong, deputy head of the Shenzhen City Policy 
Research Institute, when he spoke at a “discussion meeting on judicial problems 
in China's special economic zones and the coastal open cities,” which is now 
beijing held in Shenzhen. He also said: “Following the ‘regulations on Special 
Economic Zones in Guangdong Province’” approved by the NPC Standing Committee 
in August 1980, Guangdong Province has issued eight additional laws concerning 
special economic zones. With the legal system gradually being perfected, more 
and more foreign investors are being attracted to the special economic zones. 
By the end of October 1984, Shenzhen had signed 3,316 agreements with foreign 
businessmen with an investment of Hk$16.9 billion. The assimilation of such 

a large amount of foreien funds together with modern technology has given a 
great impetus to the development of the Shenzhen Special Economic Zone. 


Zhou Hiandong pointed out that laws and ordinances concerning special economic 
zones should be further implemented and perfected in line with their actual 
conditions and needs so as to further push ahead the development of the special 
economic zones. 


cso: 4006 
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SPECIAL ECONOMIC ZONES 


XIAMEN TRIPLES FOREIGN INVESTMENT CONTRACTS 
OWO21715 Fuzhou FUJIAN RIBAO in Chinese 19 Dec 84 p 1 


[Text] The Xiamen Special Economic Zone has scored great progress in inducing 
foreign capital since the beginning this year. As of the end of November, the 
city had signed 103 contracts on joint ventures, cooperation, and foreign-owned 
enterprises, tripling the total number of contracts signed in the >revious 3 
years, with a total investment of $469 million, of which Chinese-fereign joint 
ventures amount to $254 million. Over one-half of the contracts involve indus~ 
trial production, followed by tourism. Among the contracts involving industrial 
production, the electronics industry is first, followed by the light and build- 
ing materials industries. 


CSO: 4006 
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SPECIAL ECONOMIC ZONES 


NEW FINANCIAL CORPORATION OPENS IN SHENZHEN 


0W192006 Beijing XINHUA in English 1625 GMT 19 Dec 84 


[Text] Shenzhen, 19 Dec (XINHU/)--A new financial organization was set up here 


today to aid the development of the special economic zones and Pearl River 
delta in Guangdong Province. 


The Pearl River Delta Finance and Trust Cerporation of the China Industrial 
and Commercial Bank wi'l extend loans to all enterprises, including enter- 
prises with sole foreign investment, sino-foreign joint ventures aiid 
cooperative businesses. 


lt will take in deposits, undertake the leasing of equipment and help Chinese 
enterprises import technology and equ pment. 


It will also introduce foreign exchange funds from Hong Kong and Macao and 
provide consulting services. 


With a registered capital of 500 million yuan, the corporation will give 
priority to investment in energy, telecommunications and real estate in the 


cities of Guangzhou and Foshan, and the Shenzhen and Zhuhai specia’ economic 
zones. 


It was established jointly by the Shenzhen, Guangzhou, Foshan and Zhuhai 
branches of the China Industrial and Commercial Bank. 


CSO: 4020/64 
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SPECIAL ECONOMIC ZONES 





BRIEFS 


SHENZHEN SPECIAL ZONE DEVELOPMENT--Shenzhen special zone has recorded its best- 
ever year for economic development in 1984. According to statistics, total in- 
dustrial output value is expected to reach 1.6 biliion yuan, representing 1/7 
percent of the year's plan and showing a rise of 120 percent over 1983. Big 
increases have also been recorded in capital construction investment, retail 
sales, and financial revenue. This year the zone has signed a total of 885 
contracts with externai businessmen involving a total investment of HKS5.1 
billion. Over 80 percent of these contracts are for the import of industrial 
projects. [Summary] [Guangzhou Guangdong Provincial Service in Mandaria 0400 
GMT 31 Dec 84 HK] 


CSO: 4006 
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TRANSPORTATION DEVELOPMENT STRATEGY AND AVIATION 


Beijing ZIRAN BIANZHENGFA TONGXUN [DIALECTICS OF NATURE] in 
Chinese No >. ] Oct 8G Dy 24-29 


[Article by Xiao Haitao {5135 3189 3447] and Tian Dashan [3944 
1129 1472}, Beijing Aeronautical Engineering College: "Trans- 
portation Development Strategy and Aviation” ] 


[Text] Transportation is one of the three primary strategic 
concerns in China's economic construction. The important 
strategic position of transportation in our country's economic 
construction is being recognized by an ever growing number of 
people. However, air transportation--especially domestic air 
transportation--one of the major components of modern communi- 
cations and transportation, has really not yet been included 
among the items in strategically important position. What is 
essentially involved here is the problem of selecting a pat- 
tern for our transportation development stratepy. The pres- 
ent article attempts a rather unprofound exploration of this 
question, particularly emphasizing the necessecity to develop 


most energetically our country's air transportation. 
I. Basic Transportation Structur 


An overview oi thi iistory of communications and transporta- 
tion reveals that as far as the structure of communications 
and transportation is concerned we can say that it has passed 
through three larece developmental stages. In conformity with 
this fact, we Ca fistineuvish three basic structural forms of 


transvortation since mankind's earliest history. 


1. From ancient times to early modern times--when man, domestic 
animal and the forces of nature were the primary forms of 
transportation--we may perhaps call this the silk road (in- 
cludine the silk road by sea) form of transportation struc- 
ture. On lone camel caravans, the melodious tinkline of bells on 
the necks of the cameis was able to impart life and floweri- 
ness to arid and barren lands, and bestowed on this ancient 
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about 100,000 km of railways have been abolisaed). This shows 


that transpcriation patterns with railway transportation as 
principal mode of transportation have already become a thing 
of the past. It demonstrates that the modern transportation 


structure is characterized by a comprehensive developments. 

In the early 1980's, speaking of the worldwide scope, the 
total length of the modern transportation network is about 30 
million km, of which about 20 million km are highways, about 
5.3 km are airlines, 1.3 million are railways, about ! million 
are pipelines, about 0.5 million are inland waterways and 


about 2 million are sea lanes. 


To sum up, the first and the second type are plane patterns of 
transportation structures, the third type is a three-dimen- 
Sional pattern oi a transportation structure. This explains 
from a different angle the huee difference between the struc- 
tural form of modern transportation as compared with the tra- 
ditional forms. 


The difference between the three-dimensional and the tradi- 
tional plane form is conspicuously demonstrated by the extra- 
rapid development of air transportation anc its increasingly 
enhanced position in the global transport network. 

When the Wright brothers constructed their "Flyer" No 1 and 
in 1903 for the first time lifted off from the surface of the 
earth, they lifted the curtain for mankind's entry into the 
three-dimensional form of transportation. Even though, gener- 
ally speaking, aviation experienced its earliest and fastest 
development in military uses, it was also precisely because of 
this circumstance, that the development of aviation received a 
double impetus, namely from its use in the military field, 
which in turn promoted its rap.c use for civilian purposes. 
Especial'~ after World War 11, many countries successfully 
transfer. ‘ advanced military technoloecies to civil aviation 
and broug.wt rapid growth and progress to civil aviation. The 
jet transport planes of the 1960's and the broad-bodied planes 
of the 1970's ereatly reduced the costs of air transportation. 
The price of an @irplane ticket, in U.S. dollars, came down by 
nine-tenth within 50 years, measured in purchasing power it is 
now only one-twentieth of what it was in the 1950's. The 
reduction in costs greatiy increased econoszic results from air 
transportation, and the volume of air transportation rose 
sharply. In the last 20 years, passenger transportation by 
air increased 8 times and air freight by 13 times. The posi- 
tion of air transportation ia the entire transportation system 
rose continuously. Today, airlines stretch across every con- 
tinent. All advanced countries of the worid have a tight air 
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transport network and large numbers of airfields. At the end 
of World War II], it is estimated that only 1 percent of all 
Americans had flown in an aircraft, but by the start of the 
1980's over half had at least flown once. In recent years, the 
development of aviation in the developing countries was even 
more rapid. In the 1970's, the share of Europe and North 
America in programed international air transportation fell 
from 76 to 61 percent, while the share of Asian, Pacific, 
African, Middle Eastern and Latin American airlines rose from 
24 to 39 percent. In some countries, as in Brazil, air trans- 
portation is even the only transportation system of the coun- 
try. Today, flying is no more the sport of a small aumber of 
men of wealth or VIPs, but has become a popular, common and 
efficient transportation medium. Today, the transportation 
network is such that one can reach almost any city in the 
world in less than 24 hours of flying time. Aviation--in the 
same way as information--is in the process of rapidly changing 
man's concepts of time and space. The world has shrunk, and 
no corner of the world is anymore a remote “end of the world." 
The idea that is now gaining ground is rather that "the world 
is one village." 


JI. The Position That Air Transportation Should Duly Occupy 
in Our Transportation Development Strategy 


In the strained state of our present transportation situation, 
the developmental strategy is still one of pursuing a plane 
pattern. There are several reasons for the shortages in our 
transportation system. Fundamentally, it is of course the 
poor foundation in the basic installations of the past that 
our water and land transportation had to start out from. 
Moreover, for a long time little importance was attached to 
raising transportation to an important position in our strat- 
egy of economic development, so that it had remained short- 
changed for too long and its state of shortages become 
irreparable within a short time. On the other hand we must 
also not overlook that the inappropriate selection of the 
pattern in our transportation development strategy was an 
extremely important cause, primarily evident in the following 
two respects: 


First, whenever modernization of transportation was under con- 
sideration, the focus was mainly on railways, and the view- 
point was never one of comprehensive development. The devel- 
opment of waterway and highway transportation and civil avia- 
tion has been neglected for a long time, which made for a very 
irrational transportation structure. Some comrades pointed 
out that quite a number of railway lines have been built 
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parallel to the Chang Jiang and its main tributaries. 
If part of the investments would have been spent on the 
Chang Jiang, dredging and straightening its navigation 
channel and establishing a proper networx of main and branc): 
channels, the transportation capacity thus gained would be 
equal to several, even up to ten railway lines. However, in 
the past 30-odd years, the state invested in the Chang 

Jiang a little over 3 billion yuan, which is hardly more than 
for one railway line through mountainous terrain, while the 
advantages of water transportation over the Chane Jiang 

were not fully developed. Many scholars specializing in auto- 
mobile and highway industries have also pointed out that the 
advantages of our highway transportation have equally not been 
fully brought into play and would require speedy development, 
while, on the other hand, the railways are burdened with an 
extremely heavy load of passenger anc freight traffic, and 
railway construction is still going on with its three "sinul- 
taneous activities" (simultaneous prospecting, designing, con- 
struction) and irrational developments, even creating huge 
economic losses. For instance, the shifting of a 87 km track 
between Xukezhuang and Tuozitou on the Bei jing-Shanhaiguan 
railway line, due to some mistaken policy decision, wasted 
over 200 million yuan of investments and resulted in a half- 
done engineering job. Another instance is the 420-mile 
special railway line for the Huolinhe coal mine, where due to 
insufficient investigation of the available resources work on 
the railway was many times started, stopped and restarted, 
wasting over 70 million yuan because of enforced idleness due 
to poor organization of work. All these facts demonstrate 
that even from the standpoint of a plane transportation 
Structure, we are now still without a comprehensive viewpoint 
in our development o’ modern transportation, and that the 
advantages of comprehensiveness of a great variety of trans- 
portation forms are not yet fully brought into play. 


Second, the backwardness of our transportation structure is 
even more conspicuously demonstrated in the backwardness of 
our air transportation. Even when people talk about improving 
the structure of transportation, they will always have their 
eyes fixed on the ground and will not look up into the air. 
Even with respect to domestic passenger transportation by air, 
where one could really show great capahilities, we have also 
never shaken off the fetters of traditional viewpoints, never 
promoting but rather restrictine as much as possible the de- 
velopment of air traific. On 2 worldwide scale, we see that 
the number of transport planes of our civil aviation is equal 
to only 3 percent of the number and class of commercial planes 


- 


in the Soviet Union anv in America. Our 7/5 civil airfields 
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are 13 percent of the number of airfields in the United 
States, 36 percent of airfields in India, and the utilization 
ratio of the presently available installations is also very 
low. In absolute values of annual turnover of passenger 
transportation, China would account for 1/214 of the world, 
1/75 of the United States, 1/32 of the Soviet Union, 1/10 of 
England, 1/6 of Japan and not even 1/2 of India. It is note- 
worthy that when the departments concerned project the objec- 
tives in transportation that our country can achieve by the 
year 2000, they still go by the structural patterns of surface 
transportation. According to the computations of departments 
concerned, the volume of our passenger transportation by civil 
aviation by the year 2000 will also only be 27 million persons 
and the turnover quantity of air freight will only be 3.4 
billion ton km. However, by extrapolating on the basis of 
present trends, we obtain the following projections for the 
various modes of transportation and the volumes of freight and 
passenger traffic by the year 2000: 


Freight (in 100 million tons) | Passenger Traffic 
(in 100 nillion trips) 


1980 2000 1980 2000 
Railways 11.12 22 Railways 9.22 24 
llighways 7.6 34 Highways 22.28 72 
By water 4.26 14 By water 2.64 5 
Pipelines 1.05 3 By civil 
Total 24.03 73 aircraft 0.0343 0.27 
Total 34.17 101.27 


It is not difficult to see that if we develop our country's 
transportation on this pattern, even though the ratios of 
highway and water transportation are increasing, the position 
of transportation by air--freight as well as passenger trans- 
portation--is still of little consequence in the transporta- 
tion structure. If China‘’s transportation is going to be 
developed according to this pattern, it will hardly be possi- 
ble even by the year 2000 to mend the state of shortages in 
our country's transportation system. For instance, this 
developmental pattern demands of our country that the length 
of railway lines reach 80,000 km by the year 2000. [n not 
quite 20 years it will be necessary to construct 28,000 ko, 
i.e. aa annual average of 1,400 km, which would be 155 percent 
of the all-time record of 960 km. This is quite an arduous 
task. Besides these 80,000 km will have to take on a trans- 
port task that converts to 1,728 billion ton km. Each 
kilometer of railway line will on the average have a loac of 
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21.6 million ton km of freight volume, which would be a 57 
percent addition to the 13.68 million ton km per kn of line in 
1950, which large density would be comparatively small amon2 
the world's railways. Even though this figure is only 80 
percent of the Soviet Union's converted density of 26.6 mil- 
lion ton km, the Soviet high transportation density is being 
realized u der the condition of air transport taking on a con- 
Siderable load of passenger traffic (according to estimates, 
31 percent of Soviet travellers fly by air; this figure 
reaches 80 percent in the case of long-distance travellers). 
This shows that without a radical change in the structural 
pattern of our transportation, it will be hardly possible to 
effect a change in the state of shortages in our country's 
transportation. 


We believe that we must most energetically develop air trans- 
portation; this is consistent with the national condition of 
our country. In line with some traditional ways of thinkine, 
some people easily get the idea that since our country has so 
poor a foundation to start with and limited national strength, 
efforts to change the structural pattern of our transportation 
and devoting considerable energy to the development of air 
transportation would be inconsistent with the national condi- 
tion of our country. lHowever, the experiences abroad have 
proven that due to the rapid development of aviation technolo- 
gies since World War II, air transportation has become econo- 
mical! Compared to the historical conditions experienced by 
the developed countries, the conditions under which the de- 
veloping countries develop their transportation are therefore 
quite different. Under the present historical conditions, the 
energetic development of air transportation is of much greater 
significance for the developing countries than it is for the 
developed countries. It is precisely as pointed out in “Avia- 
tion and Development,” the Vorld Bank's 1980 research report: 
"Civil aviation is by far more important for the developing 
countries than it is for many developed countries. This is so 
mainly because of the relatively inadequate basic facilities 
available for water and land transportation. According to 
investizations, it is absolutely impossible to build up the 
water and land transportation systems of the third world, at 
least within a short or medium span of time, to the level of 
the Vestern countries at the beginning of World War II. On 
the other hand, the development of air transportation has the 
advantage of being economical in investment, of fast efifec- 
tiveness and yielding good economic results." Knut Hammar- 
skjold, chairman of the International Aviation Association, 
said in 1978 at a meeting on African civil aviation: “Someone 
has figured owt that the costs of constructing two modern 
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airports, their installations and four converted 4-motor 
transport planes is only equivalent to the costs of 18 miles 
of highway construction in rural Africa." Not only that, air 
transportation itself is very economical. A research report 
published by the U.S. Ministry of Transportation in 1973 
points out that in areas of sparce population (as often found 
in developing countries), a comparison of the costs and the 
efficiency of air and highway transportation demonstrated: 
over the period of 1 year, the costs of air transportation of 
80 km distance, of at least 3,700 tons of freight or 37,000 
passengers are worthwhile in comparison with the costs of 
highway transportation and that air transport proves more 
efficient. If the distance of air transportation is 483 km 
and the number of passengers is 225,000 each way, it would be 
much more profitable than highway transportation. Therefore, 
“air transportation in the third world with its chaotic and 
complex conditions is a scheme to be selected as more economi- 
cal than water and land transportation, as it is also of 
greater efficiency; this will at least be so for a medium and 
a long period of time." 


Very obviously, conditions in China are precisely of this 
nature. We are absolutely right in saying that it is indeed 
because our country starts out with a poor foundations that it 
is all the more necessary for us to energertically develop 
aviation, to develop it faster, and that anything to the con- 
trary is not true. Taking the railways as example, in the 30- 
odd years of construction since liberation and up to the end 
of 1981, the total length of all of our country's railway 
lines in operation is only 50,000 km. As mentioned earlier, 
the United States with an approximately equal territory had 
constructed 50,000 km of railways as early as 120 years ago 
(in 1360). Therefore, even if we double the speed of railway 
construction, we can not only not reach the level of the 
United States before World War II by the year 2000, as far as 
railway lines in use are concerned, but, we are afraid, will 
also hardly be able to reach their level as at the beginning 
of this century! The situation is the same with expressways. 
According to reports, Japan and China intend to jointly build 
an expressway in Guangdong Province, from Guangzhou via 
Shenzhen to Zhuhai, 240 km lone and at a total cost of about 
U.S.$900 saillion, scheduled to be conpleted in 10 years. 
Obviously, it is also quite impossible for our country to 
construct many expressways within a short time. Besides, our 
country has a large population but arable land is short, so 
that the construction of highways and railways is bound to 
meet with some restrictions (1 km of highwway occupies 30-100 
mu of land). 
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3esides, the territory of China is very large, which ig exact- 
ly a major condition that enables air transportation to fully 
exhibit all its advantaces. The United States, the Soviet 
Union, Canada, Australia and Brazil are exauples of countrics 
that have been very successful in this respect. The essence 
of the readjustments in transportation structures carried out 
by developed countries since the 1960's (such as the dismantl- 
ine of large sections of their railways by some states), 
consisted precisely in asserting the advantages of having one 
entity of a three-dimensional pattern in their contemporary 
transportation structure. This in itself makes it clear that 
there is absolutely no necessity for our country today to go 
the old roac of the develeped countries. Un the contrary, we 
must emphasize the special characteristics of the three- 
dimensional pattern of the modern transportation structure, 
turn the state of each component having its own network into 

a system of one comprehensive network, in which each fully 
displays its own capabilities, thus creating one whole system 
of great excellence. Within the framework of the entire 
country, we must never again revert to the isolating method of 
"setting up a railway network, “setting up a highway network" 
and consider this to be the strategic objective of our trans- 
portation development. In some places, the railway may be the 
main line and form a network in coordination with the highway 
or in coordination with highway or air transportation. In 
some places, transportation on waterways may be the main line 
and form a network in coordination with highway, railway or 
air transportation. There may also be places where air trans- 
portation constitutes the main line and may form a network 
with highway or other modes of transportation. In some border 
areas air transportation may form a network of points of 
distribution, In short, we must oreanically integrate the 
three-dimensional pattern and the concrete economic and geco- 
eraphical conditions of the various areas of our country, and 
in compliance with the demands for a comprehensive network: and 
for the creation of a whole system of great excellence, plan 
conorehensively anc make overall arrancements, givine due con- 
siderations to all sides concerned, for the development of the 
various branches of transportation. 


liere, we only wish to present a few roughly conceived and 
superficial viewpoints as to how air transportation can fully 
play an important role in the improvement of the entity that 
is our transportation system: 
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rst, for extremely busy trun! ne of the railway trans- 
port system, air transportation can ivlly display its great 
advantaves in the area of passencrer tratific over mediun and 


long distances by gradually sharing a part or the greater par 
of the railway's task of medium and lone distance passenger 
transportation, According to reports, air transportation in 
the Soviet Union has a share oi 60-7U percent of the total 
passenger transportation from lioscow to various large cities. 
llowever, in China the proportion of air transportation of 
passencers over medium and long distances is, we may say, next 
to nothing; the pressure of medium and lone distance passenger 
travel (more so even the short distance travelling) is mainly 
added on to the transportation burden of the railway. As a 
result, the railway finds it difficult to fully assert its 
advantages in goods transportation (especially in medium and 
long distance goods transportation), while the obvious 
advantages of air and highway facilities for passenger traffic 
are also not fully utilized. It has been calculated that 
under conditions of mixed passenger and goods traffic, because 
passenger trains run faster than freight trains, the track 
passing time of a passenger tréin is equal to 1.3 freight 
trains on a single track and 2.3 freight trains where there 
are double tracks in use. A passenger transported on the 
railway, therefore, takes up the railway's capacity of 3-5 
tons of freight. On the busy trunk lines of the railway, 
passenger traffic occupies in geneeral 40-50 percent of the 
transport capacity. hMoreover, in recent years, passenger 
traffic has rapidly increased and created extremely heavy 
pressure on the railway. If 3 medium-sized airplanes, with 
about 170 seats, would be used, flyine 7 hours each day, the 
passenger transport capacity would be equal to that of an 
express train between Beijing and Shanghai. If the transpor- 
tation capacity of the railway, treed by these three planes, 
would be used to transport coal, the railway could transport 
an extra 2 million tons to Shanghai every year. Taking the 
whole country into account, if we would only bring the 
acvantaces of transporting passenzers by air over mediunr and 
lone distances into full play, would the railway transport 

pé vy freed in this way alone not indeed amount to the 
osts of constructing several thousand or even up to ters of 
i] s of railway?! 
Second, the develonnent of air transportation should be the 
principal means in the opening up of communications in our 
border regions. In the northwestern and southwestern border- 
lands of our country, conditions for the development of local 
communications are very poor; these areas are furthermore 
sparsely populated. t&xperiences of many third world countries 
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in the development of transportation prove that under these 
conditions it is faster and cheaper to build a number of air- 
ports rather than settings up a hhightvay network--the way that 
is best geared to such actual circumstances is indeed avia- 
tion. For instance, Nepal established its aviation corpora- 
tion only as late as 1958, but by 1980 had already 37 air- 
fields, almost half the number of our civil airfields (75), 
which shows the speed of their air transport developments. 
Nepal is a mountainous country with geographical conditions 
similar to our Tibet, but with only one-eighth the area of 
Tibet. This shows that the development of aviation is not 
only of major significance for the economic development of our 
border regions, as e.g. for Tibet, but that it is also of ex- 
treme importance for the strnethening of connections between 
our interior and our border regions, like Tibet, also for a 
stronger solidarity between all our nationalities and for an 
accelerated develcpment of our entire national economy. 


Third, we must bring the advantages of air transportation 
fully into play for the shipment of valuable cargoes, fresh 
food or vegetables and for other materials, for the shipment 
of which time is essential; we must enereetically promote 
commodity shipments by air throughout our country. The 
present proportion of commodity shipments by air within the 
overall commodity shipments is nesviigible and may as well be 
ignored in commodity shipment statistics. Even in projections 
for the year 2000 this is equally true, while in fact the po- 
tentialities in this respect are very great. For instance, 
certain countries in Africa, utilizing the advantage of time 
effectiveness of air shipments, opened up the European markets 
for their production of fresh flowers. In Brazil, because of 
the full utilization of the advantages of air shipment, a 
veritable bridge was bvilt by air transportastion, organically 
linking the city of Manaus with the industrial center of Sao 
Paulo, and thereby quickly reviving the city of Nanaus, which 
had already been doomed to ruin. 


Generally speaking, the Chinese people, whether in daily life 
or in economic activities, have little sense tor time effec- 
tiveness. This is perhaps also an important reason why air 
freight has up to now remained an almost completely neglected 
area. However, following the ever increasing demand for 
higher economic results, especially in the new situation of 
the ever mcre intensive technolocical revolution that is now 
going on, a growing number of people are beconing aware of the 
principle that time means economic rsults. There is no evad- 
ing the full utilization of the advantages of air freight and 
air transportation of passengers. 
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lll. Energetic Development of Air Transportation Also Needed 
for the Benefit of Our Aircraft Industry 


The vigorous development of our air transportation is a backup 
force for the development of our aircraft industry. Is our 
aircraft industry, then, able to satisfy the demands arising 
from the vigorous development of air transportation? The 
answer is in the affirmative. There .s not only the possibi- 
lity, we may even go so far as to say that it is only by an 
energetic development of air transportation that our aircraft 
industry will be able to speed up its own development. The 
development of the aircraft industry and the development of 
air transportation are mutually conditioning and mutually 
promoting one another. Comrade Deng Xiaoping pointed out: "We 
must give thought to manufacturing our own aircraft for our 
domestic airlines." Comrade Zhao Ziyang, presiding over a 
State Council business meeting, affirmed the mentioned state- 
ment by Comrade Deng Xiaoping as "national policy." This is 
absolutely correct, and a resolute implementation of this 
"national policy" is of extreme importance for both the 
vigorous development of our air transportation as well as for 
an accelerated development of our aircraft industry. 


According to its scope and capacity, our aircraft industry is 
in third position in the world, only behind that of the United 
States and the Soviet Union, but up to now there has been no 
radical turn round yet in our aircraft industry's overall 
state of passivity and backwardness. To effect a change in 
this situation, great efforts are undoubt.edly necessary in 
various directions. Here, we merely intend to point out with 
emphasis that it is precisely the energetic development of air 
transportation that is an extremely important link in our 
efforts to effect a radical turn round in the overal! state of 
passiveness and backwardness in our aircraft industry. 


First, only with the energetic development of air transporta- 
tion and opening up of markets for the products of our civil 
aircraft industry, can the problem of the organizational sys- 
tem of our aircraft industry be radically solved, and a ra- 
tional system of a coordinated military and civil aircraft 
production be established. Actual practice has proven that in 
times of peace, the aircraft industry can only enjoy a full 
measure of development if a system of coordinated military and 
civil aircraft production is established. Following World 

War II, the aircraft industry of many countries effected a 
eradual and complete reorganization from a wartime system of 
organization to an organizational system of coordinated 
military and civil production, and the aircraft industry 
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became a knowledge-intensive, technology-intensive industria] 
sector of low consumption and hich profits, also an industry 
that spurred on the developnrent of all basic industries. In 
the 1950's, the total production of aircraft in the United 
States was to 57 percent production of civil aircraft, and by 
1979 civil aircraft accounted for 95 percent cf the tocal 
aircraft production. The Soviet Union also adopted the policy 
of vigorously developing its civil aircraft production and in 
this field of industry greatly narrowed the technological gap 
with the United States. In our country exactly the onposite 
is the case; today's ratio of military to civil aircraft is 
about 95:5, which is a conpletely wartime organizational sys- 
tem. In this situation, without some radical change in the 
organizational system, it will not only be difficult to change 
the present state of passiveness and backwardness, but also 
impossible for the aircraft industry to play its deserved role 
from now on up to the end of this century. The aircraft 
industry suffers from a shortage of tasks, “has not enough to 
eat its fill." and the problem of idle time is extremely 
serious. Accordins to statistics, still by 1982, one-third oi 
the industry's worktime was wasted in complete inactivity. 
Although the equipment of the aircraft industry is more 
advanced than that of other engineering departments, the pro- 
ductivity of its staff and workers is only 39 percent of that 
of other engineering industries. Not only that, according to 
estimated forecasts, by the year 2000 the output value of our 
aircraft industry, even though it will increase by only one 
and a half times what it is now, will still not be able to 
digest the 40 percent output value that are made up by miii- 
tary aircraft bought with nilitary funds of the state. If 
production of civil aircraft is not vigorously developed, even 
this degree of increased production will be hard to achieve. 
Furthermore, if the aircraft industry does not principally 
focus on the production of civil aircraft in the production of 
civil items, it will, even with an increase in output value, 
have difficulties in achieving a rational coordinated 
military-civil organizational system, will not be able to 
maintain, even bring about a decline in the technological 
level of the aircraft industry itseli, and also prevent the 
improvement in the technological level of other sectors of 
civil production. It would then not only not be able to play 
the role of spurring on the development of basic industries, 
but on the contrary become a burden that impedes progress. 
These facts show that vigorous development of air transporta- 
tion and fully opening up domestic markets for the domestic 
production of the aircraft industry is not only not an extra 
burden, but an indispensible moving force for the rapid 
development of our aircraft industry, 
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kext, our aircraft industry presently faces the conspicuous 
contraditions of having on the one hand a large varicty of 
models and a far-flung battlefront, and on the other haud a 
shortage of funds and a backward scientific and technological 
foundation; there is no doubt that the battlefroat has to be 
shortened. However, this will not at all justify a cutting 
off of the production of civil aircraft. On the contrary, 
only by vigorously developing the production of civil aircraft 
can we resolve these contradictions and find a fundamental 
solution. This is not only so from the viewpoint of restruc- 
turing the organizational system, but it is also true in view 
of the actual conditions of the present. Because our produc- 
tion of civil aircraft has already some very efficient air- 
craft models, if only air transportation can truly become an 
important component of communications and transportation and 
be placed in an important position in the developmental strat- 
egy of our national economy, there would be a broad market for 
the civil aircraft produced by our aircraft industry. In that 
case the problem of “not sufficient food to eat one's fill” in 
the aircraft industry would be quickly remedied and even radi- 
cally solved. Is it not absolutely clear that if we would only 
make full use of the one-third idle time, that is mow being 
wasted, that we could then raise by another half time the 
output value of the aircraft industry? This as such would un- 
doubtedly already greatly alleviate the contradiction of fund 
shortage. iloreover, if the vigorous development of our air 
transportation is indeed raised to the position of a strategic 
key concern, the aircraft industry, which is the inportant 
foundation for the development of air communications, will be 
able to obtain ample investments and allotment of resources, 
apart from such for military materials only. It will, for 
instance, be given its due position among the key construction 
items of communication resources and it will also be given 
most serious attention in the opening up of our remote border 
regions. People will also pay attention to its important role 
in the development of provincial communications and economies. 


(This article was carefully scrutinized by professor Shi Chao- 
li [0670 6389 4409], to whom we express our sincere thanks.) 


9808 
CSO: 4006/124 


113 

















TRANSPORTATION 


BRIEFS 


SHANGHAI PORT GAINS WORLD STATUS--Shanghai, 28 Dec (XINHUA)--The Shanghai 
Port became one of the world’s ten greatest ports today. It has since 

1 January handled 100 million tons of cargo, bringing the number of ports 

in the world handling at least that much yearly to ten, said a spokesman 
for the port administration. The biggest in China, the port has 96 berths, 
including 45 for 100,000-ton class ships. An annual average of 22,000 
foreign ships arrive in the port for loading and unloading operations, the 
spokesman said. The state has allocated 320 million yuan improving the port 
since 1979. [Text] [Beijing XINHUA in English 1650 GMT 28 Dec 84 OW] 


SECOND SUBWAY OPENS IN TIANJIN--Tianjin, 28 Dec (XINHUA)--Tianjin, a major 
industrial city in north China, officially opened its first subway today. 
This is €hina's second, the first being in Beijing. The 7.4-kilometer line 
through downtown Ziianjin can handle 30,000 passengers a day. Tianjin, popu- 
lation three million, is one of the 14 coastal cities opened wider earlier 
this year to the outside world. Work is now underway to improve transport 
as part of the effort to prepare the city for increased investment. [Text] 
[Beijing XINHUA in English 1437 GMT 28 Dec 84 OW] 
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TAIWAN 


SPOKESMAN WARNS AGAINST INVESTMENT IN CHINA 
OW301159 Taipei International Service in English 0100 GMT 28 Dec 84 


[Text] Spokesman Wang Chao-yuan of the Ministry of Foreign Affairs today 
called on the free world to deal with the Chinese communists with great care 
when they plan to make investment on China mainland. Wang made the above 
appeal in response to a recent report by U.S. NEWS AND WORLD REPORT. The re- 
port carried in the American magazine predicted that after Chinese communist 
chief Teng Hsiao-ping got off the political stage on the mainland or after 
he dies, the instability of the political situation on the sainland will be 
one of the major reasons that discourage foreign investment on the mainland. 
Commenting on that, Wang said: 


[Begin recording] Well, on the past historical records it showed that the 
Chinese communist regime has no, whatsoever, reputation to keep their own 
promise or words. And, ever since the usurpation of the Chinese mainl nd, 

the Chinese communist regime has more than once happened [as heard] the so- 
called the power struggles and something like that, and each time, it would 
lead to the ideological dispute and then, the drastic change of the so-called 
Chinese communist policy. In the past, we have pointed out that the so- 
called open policy and the inducement of foreign investment policy advocated 
by Teng Hsiao-ping has already produced the so-called crisis of confidence and 
spiritual pollution on the China mainland and then, it led to a very strong 
opposition and discontent within the Chinese Communist Party. Only recently, 
the Chinese communist regime newspapers have openly and explicitly held a 
debate and discarded the so-called Marxism and Leninism. And then, the fact 
is that this sort of contradictory report happened in the Chinese communist 
regime's official papers once again bared out the inner struggles and spiritu- 
al dispute within the Chinese Communist Party, especially in the inner leader- 
ship once again has become stronger and stronger, and then it shows to us that 
nobody can make the correct and very accurate prediction in regard to which 
direction the Chinese communist regime's policies will go. [sentence as heard] 
This is why I would like to call for all the Western industrial countries in 
the free world, especially those who are interested in doing business and in- 
vestment in the China mainland, to be more careful and take very cautious ac- 
tions in order to keep their own interests. [end recording] 
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TAIWAN 


TRADE SURPLUS EXPECTED TO REACH $85 BILLION 
OW291433 Taipei CNA in English 1410 GMT 29 Dec 84 


[Text] Taipei, 29 Dec (CNA)--The nation's foreign trade may register a sur- 
plus of U.S. dollars 8.5 billion this year, and the accumulation of foreign 
exchange reserves may form the pressure of prices inflation, a ranking trade 
official here said Saturday. 


Testifying before the Economic Affairs Committee of the Legislative Yuan-- 
the nation’s highest lawmaking organization--Vincent Siew, director general 
of the Board of Foreign Trade [BOFT] said that the inflation pressure may 
also affect the export growth in the future. He called for improvement on 
the situation. 


Siew told lawmakers that this country has regained its export growth, but its 
import growth has been in relatively slow pace, mainly due to lack of active 
investment intent-on at home. 


He pointed out the continued growth of foreign exchange reserves has indicated 
that the nation’s capital resources were not fully utilized. "The process of 
our economic development at this stage will hamper the future export growth, 
and it is noteworthy,” Siew said. 


The BOFT leader noted that during the past year, exports grew rapidly, while 
imports were relatively slow. He predicted that exports will be the nation's 
major force in its future trade. Total trade may hit U.S. dollars 52 billion 
in 1984. 


He suggested that favorable trade environments be established here to induce 
more capital investments in this country. He also urged to promote free 
trade, set up an open policy for import items, and simplify importation pro- 
cedures. 


Siew said, the BOFT will coordinate with financial and banking organizations 
to lower import duties and import surtax to sustain trade balance. 


Responding to a question raised by legislation, Siew said “the gap of our 
trade imbalance with the United States, the nation's top trading partner, is 
expanding wider and the U.S. trade deficit will reach U.S. dollars 10 billion 
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this year. The imbalance stemmed from the different economic structures o! 
the two countries." 


"We, therefore, should not have any guilty feeling,” he added. 
Exports to the United States this year is predicted to reach U.S. dollars 


15 billion due to the sales of products by local medium and small enter- 
prises. Imports from the United States are in bulk cargoes. 
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TAIWAN 


TAIWAN TO FURTHER RELAX DOMESTIC MONEY MARKET 
OW291201 Taipei CNA in English 0958 GMT 29 Dec 84 


[Text] Taipei, 29 Dec (CNA)--Dr C. C. Chang, governor of the Central Bank of 
China, said Saturday that the government of the Republic of China will further 
relax control on the domestic monetary market. 


Reporting at the Legislative Yuan's Committee on Finance, Chang said that the 
Central Bank has followed a cautious monetary policy in order to minimize the 
impact of the mounting foreign exchange reserves on the nation's money supply. 


He added that the Central Bank is assisting domestic banking institutions to 
properly use their idle money on the one hand while using the huge foreign ex- 
change reserves for various purposes. 


To further liberalize the domestic monetary market, Chang said, the Central 
Bank will continue to improve the operation of the foreign exchange market 
here, to cevise the regulations regarding futures trading of foreign exchange, 
and to instruct the domestic banking association to establish a system on 
basic lending rates. 


In the meantime, Chang reported that this nation's money supply grew at a 

much slower pace in recent months, with an average monthly growth of between 
ll and 17 percent. Deposits in all banking institutions continued to increase, 
with an average monthly increase of 22 percent. The amount of bank loans also 
increased, though the growth rate declined. 
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TAIWAN 


TRADE, INDUSTRY SHOW INCREASE IN NOVEMBER 
OW280603 Taipei CNA in English 0334 GMT 28 Dec 84 


[Text] Taipei, 27 Dec (CNA)--The Republic of China's foreign trade and in- 
dustrial production in November showed only a slight increase as compared 
with the same period last year, and imports had declined for two consecutive 
months since September, Chao Yao-tung, chairman of the Council for Economic 
Planning and Development, said in a cabinet meeting Thursday. 


Chao said that according to customs statistics, the total foreign trade in 
November amounted to U.S. $4.3 billion, showing a slight increase of 0.8 
percent over the same month last year. Of the figure, imports accounted for 
U.S. $1.9 billion, down 3.9 percent from the like period last year. 


The slowdown in the growth rate of the nation's foreign trade should be at- 
tributed to the slow pace in economic growth in the United States which 
showed a sign from the second half of this year, Chao pointed out. 


The continued decline of imports resulted in the increase of the nation's 
trade surplus, totaling U.S. $550 million in November, or 52.5 percent more 
than the figure in the same month last year. 


The surplus in trade with the U.S. in November hit U.S. $660 million, and the 
total amount from January to November had accumulated to U.S. $9.1 billion, 
almost 50 percent more than that of the same period last year, Chao said. 


As to the two-way trade with Japan, Chao indicated that the nation's exports 
to Japan in November totaled U.S. $280 million, up 21.3 percent from the same 
month lest year, while imports decreased by 7.7 percent to U.S. $570 million. 


The nation registered a deficit of U.S. $2.9 billion in trade with Japan in 
the period of January-November, Chao said. 
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TAIWAN 


TAIWAN TO FUND 14 CONSTRUCTION PROJECTS 
0W310627 Taipei CHINA POST in English 27 Dec 84 p 12 


[Text] The government will spend NT$800 billion in six years on 14 major 
construction projects mapped out by the Executive Yuan in September this year, 
Premier Yu Kuo-hwa said yesterday. Most of the projects will be completed by 
1990 and the rest in early 1990's, he remarked during a meeting of the ruling 
Kuomintang's Central Standing Committee. President Chiang Ching-kuo presided 
over the meeting. 


The 14 projects include 30 sub-projects, covering the expansion of the China 
Steel Corporation, the construction of the Taipei underground railway project, 
and the Taipei rapid transit system, the modernization of telecommunication 
facilities, exploitation of oil and water resources, expansion of railway and 
highway capacities, installation of anti-flood facilities and medical facil- 
ities, preservation of ecology, and construction of tourist resorts, and 
garbage disposal sites. 


Yu said some of the projects have been started for some time, and the rest 
will be strated within two years. 


These projects are expected to attract private investments and help balance 
social development, he said. Foreign experts have been or will be invited to 
advise on the quality of the construction, he added. 


President Chdang said the 14 projects will be the followups of the ten major 
construction projects which were completed in early 1980, and the 12 major 
construction projects which were started in 1979 and have almost been conm- 
pleted. 


The ten projects, including the railroad electrification and construction of 
the Chiang Kai-shek International Airport, cost about NT$320 billion in total. 


Six of the ten were related to transportation; three were designed to promote 
heavy and petrochemical industries and one to develop the power industry. 


The 12 projects, including construction of the around-the-island railroad net- 
work, Taichung Harbor expansion and farm mechanizatdon, will cost about 
NT$230 billion. The 12 projects emphasized not only industrial and infra- 
structure buildup but agricultural, social and cultural development. 
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TAIWAN 


ECONOMIC PERFORMANCE SURPASSING ALL EXPECTATIONS 
0W191235 Taipei CNA in English 1020 GMT 19 Dec 84 


[Text] Taipei, 19 Dec (CNA)--The economy has done unexpectedly well this year, 
Surpassing all expectations of government officials and economists. When the 
year ends, the growth rate will reach 10.8 percent, much higher than 7.5 per- 
cent forecast early this year. It is the only double digit growth in the world 
too. 


Commodity prices have remained stable. Government officials predicted a 4 per- 
cent rise. The rate of inflation was minus 0.08 percent. Again the Republic 
of China is the only country that has seen prices go down. There have been a 
few factors that were likely to push the prices up, but they didn't. Pay raise 
of government employees, hike in taxi and rail fares, and a large money supply 
were feared to push the prices up. The fact is they didn't. 





An economist said people have not had it so good this year. The money or real 
estates they have are worth what they are. There's no fear of money shrinking. 
Under these circumstances, enterprises couldn't raise prices to make profit. 
They have to lower their production cost, raise productivity, and automation 

if they want a profit. 


There are, however, quite a number of busines failures. Economics ministry 
officials say that enterprises that fail to change as the industrial structure 
changes are doomed to failure. 


Unemployment rate was 2.45 percent as of the end of September, a slight in- 
crease from July and August. But it was still lower than most other countries, 
except Thailand. The jobless rate was 7.6 percent in the United States, 2.8 
percent in Japan, 3.9 percent in Korea, 3.2 percent in Singapore, and 12.7 
percent in Britain. 


Economics Ministry officials say the age of high growth and high inflation is 
over. The eighties will be an age of medium growth and low inflation. 
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TAIWAN 


ASSISTANCE FOR DOWNSTREAM STEEL MAKERS URGED 
0W270429 Taipei CNA in English 0314 GMT 27 Dec 84 


[Text] Taipei, 26 Dec (CNA)--Economic Minister Hsu Li-teh Wednesday directed 
that the state-owned China Steel Corp [CSC] relax restrictions regarding the 
performance bonds downstream steel manufacturers are now required to post 
while purchasing steel products from CSC. 


Minister Hsu invited the domestic steel manufacturers to a symposium to ex- 
change views on the development of the steel industry. He emphasized that it 
is the government's policy to assist well-performing private enterprises and 
eliminate the unhealthy ones. 


Currently, steel makers are required to deposit promissory checks or pledges 
in favor of CSC as performance bonds in order to buy steel products from the 
corporation. Hsu believes that the state enterprise should save the trouble 
for these creditable manufacturers. 


Minister Hsu promised that he will coordinate with the Ministry of Finance in 
case a manufacturer fails to fulfill its contractual obligations with CSC. 


The steel makers attending the symposium voiced their opinions regarding the 
import duties on steel products, commodity tax, and prices of steel products. 
Minister Hsu has directed that the Industrial Development Bureau [IDB] set up 
an ad hoc group to study these proposals. 


Speaking on the IDB's steel industry development strategy, IDB Director Hsu 
Kuo-an disclosed that the IDB is working on the drafting of a long-term de- 
velopment plan for the domestic steel industry. The development plan will 
emphasize tmerging of downstream steel processors and government assistance 
to small steel plants to adopt integrated operations. 


In the meantime, Hsu suggested that China Steel map out a pricing system to 
adjust the prices of its products in line with international steel prices. 

He also called on the downstream steep processors to improve their management 
and to develop products of higher added-value. 
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TAIWAN 


ECONOMIC PLANNERS PREDICT 8.5 PERCENT GROWTH RATE 

OW190321 Taipei CNA in English 0224 GMT 19 Dec 84 

[Text] Taipei, 18 Dec (CNA)--The Council for Economic Planning and Develop- 
ment has set the nation's economic growth rate for next year at 8.5 percent 
in real terms, compared with this year's 10.8 percent. 

The council will make a finishing touch on economic projects for 1985 at a 
meeting Wednesday. These projects, following the Executive Yuan's approval, 
will serve as the guidelines for the nation's economic development next year. 
The Nation's highest economic planning body said Tuesday that this nation's 
economy is export-oriented, with the United States as its biggest foreign 
trade partner. Sluggish growth of the U.S. economy, beginning in the second 
quarter of this year has had some impact on the economy of the Republic of 
China, it added. 


To reach the 8.5 percent growth rate next year, the council noted, efforts 
will have to be made to expand foreign trade, particularly with the U.S. 


Other major targets for the ROC economic growth and development in 1985 
include: 


--Wholesale prices, 2.5 percent; 

--Civilian consumption, 8.4 percent in real terms; 

--Government spending, 6.2 percent; 

--Fixed investments by the private sector, 14 percent; 

--Fixed investments by the government and public-run businesses, 6 percent; 
--Exported goods and services, 9.9 percent; 

--Imported goods and services, 16.2 percent; 


--Trade surplus (at 1985 currency value), U.S. Dollar 6.8 billion. 
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TAIWAN 


FRENCH AUTO PARTS MAKER SEEKS VENTURE IN TAIWAN 
OW150415 Taipei CNA in English 0246 GMT 15 Dec 84 


[Text] Taipei, 14 Dec (CNA)--Chausson Auto Tooiing Design Corp., a renowned 
maker of automobile parts in France has recently expressed its interest in 
cooperating with Chinese manufacturers to produce high quality components in 
this nation, an official with the Ministry of Economic Affairs [MOEA] says. 


Shih Tsu-yi, chief of the factory automation services group under the MOEA, 
says that his ministry is now actively mediating between the two sides for the 
realization of the plan. 


Chausson is one of the biggest car tools designers in Europe. Its products 
are widely used by some famous automakers such as Renault of France and General 
Motors Corp. of the United States. 


Shih indicated that he believes the Sino-French cooperation, if it is realized, 
would contribute greatly to upgrading the ROC's technical level in auto parts 
making within two years. 


The nation's auto parts makers have to be far-sighted in operating their busi- 
ness, and if they are, "our competitiveness in international markets can be 
highly lifted," he says. 


Shih stresses that the nation has great potential for development of the auto 
parts industry, adding that many industrialized nations such as Japan and the 
U.S. share the common view that Taiwan will become one of the world's major 
auto parts suppliers in the near future. 
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TAIWAN DRAFT PROGRAM TO DEVELOP AUTO INDUSTRY 


0W270431 Taipei CNA in English 0320 GMT 27 Dec 84 


[Text] Taipei, 26 Dec (CNA)--The Council for Economic Planning and Develop- 
ment [CEPD] on Wednesday approved a draft program on the development of this 
nation’s automobile industry. It will suggest that the Executive Yuan put 

the program into effect starting 1 July next year for a period of six years. 


The draft program, wrapping up opinions from various government offices and 
representing a coming to terms with “the reality" of that trade in this 
country, bans imports of Japanese cars during the effective period. 





Other major contents of the draft program include: 


--The current local content rate of 70 percent will remain in force till June 
1987, and go down 10 percent in each of the following two two-year periods; 


--Import duties for imported cars will be cut by 10 percent (from the current 
65 percent) in the first year (till July 1986), and by 5 percent for each of 
the ensuing five years, till the figure stands at 30 percent in the sixth year; 


--Import tariffs for components and materials will be gradually reduced to 20 
and 10 percent respectively at the close of the sixth year; 


-—-No restrictions on local content rate will be imposed on foreign investors 
whose products are manufactured here completely for exports to other 
countries; 


--Foreign companies must enter joint ventures with domestic car-manufacturers 
in order to set wu plants here. As to the ratio of newly produced cars that 
must be exported, the CEPD and the Ministry of Economic Affairs will jointly 
make a decision on the future. 


Meanwhile, Economics Minister lsu Li-teh said Wednesday that the Industrial 
Development Bureau under his ministry will be given the responsibility to 
rigorously calculate the business- self-production rates to avoid “inflation” 
of any kind. 


As to reports that Japan's Toyota Automobile Corp, is still “extremely de- 
sirous” of entering a joint venture with this country for mase-producing small 
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cars, the minister commented that "everything will be settled according to the 
auto industry development progran." 


Commenting on the draft program, CEPD officials themselves pointed out that 

its contents have been mapped out in the spirit of “coming to terms with the 
reality here," and the implementation of these contents will "gradually add 

pressures on domestic manufacturers" involved in car making. 


Vice Economic Minister Wu Mei-tsun, describing the domestic car marking 
industry as having “high potential,” urged producers here to map out their 
own development projects in accordance with the newly published government 
policy on their trade. 


He said the new policy has taken into account the present circumstances and 
prospects of the existing six major car manufacturers and spare parts pro- 
ducers. 


He also commented that the sluggish car market is just a temporary phenomenon 
caused by both suppliers’ and consumers’ wait-and-see psychology, which will 


disappear once the government policy on this problem has been set. "So the 
market should resume its activity soon," he added. 
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TAIWAN 


TAIWAN-SOUTH KOREA INDUSTRIAL POLICY CONFERENCE 


OW280335 Taipei CNA in English 0300 GMT 28 Dec 84 


[Text] Taipei, 27 Dec (CNA}--The 1984 joint conference on industrial policies 


of the Republic of China and the Republic of Korea opened two days of discus- 
sion Thursday at the Chung-hua Institute for Economic Research in Taipei. 


Dr S. C. Tsiang, president of the Chung-hua Institute, convened the meeting 
his organization is cosponsoring jointly with the Korean Development Insti- 
tute. 


Tsiang said he hopes the “bilateral cooperation will be further enhanced 
through the meeting. And he also pointed cut that the Republic of China and 
South Korea are newly industrialized nations and have made remarkable pro- 
gress in trade and industry. The two nations, he asserted, should develop 
technology-intensive industries so as to move into the rank of developed 
nations. 


Dr Su Sang-mok, vice president of the Korean organization, also stated that 
the two nations can make further progress through competition. 


Several papers on the latest industrial policies of the two countries will be 
presented during the conference. 
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TAIWAN 


INSTITUTE URGES SCRAPPING SUGAR EXPORT POLICY 
OW280343 Taipei CNA in English 0248 GMT 28 Dec 84 


[Text] Taipei, 27 Dec (CNA)--The Chunghwa Institute for Economic Research as- 
serted Thursday that this country should stop exports of granulated sugar, 
saying that the estimated average production cost for sugar exports in the 
next 10 years will be even higher than the anticipated prices in the inter- 
mational sugar market. 


The institute said from the economic point of view, any country's policy of 
self-sufficiency in sugar production appears to be unnecessary unless there 
are particular reasons to justify implementing such a policy. 


In a study report entitled “An Analysis on Taiwan Sugar Company's Operation 
and Its Developmental Directions," the institute suggested that a detailed 
cost-cutting plan be submitted in eight months to the Ministry of Economic 
Affairs tor its reference in formulation of its policy guidelines on direc- 
tions of development this nation's sugar industry may move forward. 


A senior Taisugar official indicated that Taisugar calls for a sweeping reform 
in its operation and management, but added that this requires full support 
and coordination of the related government agencies. 


At present, the ofticial noted, Taisugar pays sugar farmers a guaranteed 
average of NT dollar 21,000 (U.S. $250) for each ton of sugar. Thus it 

loses an average of KT dollar 10,000 (U.S. $250) for each ton of sugar ex- 
ported, incbuded production costs and the differentials in guaranteed pur- 
chase prices. However, in the international market, sugar is currently 
priced at U.S. $90 per metric ton as compared vith the minimum production cost 
here of NT dollar 10,000 (U.S. $250). This shows that more production or more 
exports will mean more losses to the state-owned sugar firm, the official 
added. 


Im further analysis, the official said that the policy to stop exports may be 
adoptable, but he questioned how the 150,000 sugar farmers would make a living 
and how to dispose of the idled sugar plants. 


The study report conducted by the Chungiwa lastitute for economic research 
péints out several things Taisugar should do: 
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-—-Stop exports of granulated sugar to avoid losses and the buraen of subsidies. 
Taisugar should peg its production goal to domestic demand before price rises 
appear in the international sugar market. If there is insufficiency of sup- 
ply, Taisugar should be responsible for imports from abroad; 


--Provide assistance to sugar growers resulting from the stoppage of exports; 


--Submit detailed cost-cutting plans to the Ministry of Econu@ic Affairs 
within eight months for reference; 


--Reduce production costs to a level of less than U.S. $250 per ton and raise 
the income of sugar farmers at an annual rate of 6 percent if Taisugar wishes 
to continue production of granulated sugar in the next 10 years; 


--Gain economies of scale by merging or divesting Taisugar of the low ef- 
ficiency sugar plants; 


-~Imgprove productivity of sugar plants and scrap sugar cane farms if their 
soils prove unsuitable. 


CSO: 4020/56 
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TAIWAN 


BRIEFS 


LOAN TO EL SALVADOR--Panama City, 27 Dec (CNA)--The Export and Import Bank 

of the Republic of China granted a U.S. $3 million loan to the Central Bank 
of Reserve of El Salvador. The agreement of loan was signed by Republic of 
China's ambassador to El Salvador Gen Lo Yu-len and Salvador Foreign 

Minister Dr Jorge Eduardo Tenorio on 18 December at the Foreign Ministry of 
San Salvador. The loan will be used by the Salvadoran Government to buy fish- 
ing boats, machinery, industrial equipment and other goods manufactured in 
Taiwan. With a grace period of two and a half years, the loan is repayable 
in ten and a half years with an annual interest rate of 7 percent. [Text] 
[Taipei CNA in English 0934 GMT 28 Dec 84 OW) 


BELGIAN VISAS--Taipei, 28 Dec (CNA)--The Taipei Office of Sabena, a Belgian 
airline, has been authorized by the Belgian Government to handle issuance 
of Belgian visas to Chinese citizens who wish to visit Belgium, an office 
official said. The visas will be good for a visit to Belgium for 72 hours, 
the official said. It will take only two to three days for a Chinese citi- 
zen to get the Belgian visa. This is much faster than if he or she applied 
for a visa in Belgian Consulate in Hong Kor;.. he said. Usually, that takes 
about one month. Sabena is serving major Erropean and Asian cities. it 
doesn't have any flights to Taipei. But local travelers can connect their 
flights either in Tokyo, Bangkok or Singapore when they wish to visit Belgium 
or other European cities. [Text] [Taipei CNA in English 0942 GMT 28 Dec 84 
Owl 


TV EXPORTS TO FRG--Because of efforts by the government and private sectors, 
Taiwan has obtained the authorization from Telefunken company of West Germany 
to produce PAL-SYSTEM color televisionsets for sales in continental Europe | 
under a yearly contract. The West German company has set a preliminary quota 
of 260,000 color television sets a year for various plants in Taiwan. Taiwan 
is expected to export this number of color television sets to continental 

Europe next year. [Taipei CHING CHI JIH PAO in Chinese 12 Dec 84 p 1 OW) 


CSO: 4006/233 
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HONG KONG MEDIA ON CHINA 


PROBLEMS FOR PRC IN DEVELOPING STOCK MARKET 


HK310535 Hong Kong HONG KONG STANDARD in English 31 Dec 84 Business Standard 
pl 


[Article by Patrick Tang] 


[Text] Prospects of China establishing a well-developed stock market--the 
venerable capitalistic institution--before 1997 are dim, according to 
Mr Ronald Li, chairman of the Far East Stock Exchange. 


Li said in an interview that a well-developed stock market needed efficient 
commercial infrastructure and good turnover which was not possible with small 
public saving rate. On both scores, China still had a long way to go, he 
said. 


His comments follows recent reports that Chinese economists want a stock 
exchange set up in Shanghai, the country's traditional finance centre, and 
its Special Economic zones. 


In June, chairman of the Hong Kong stockbrokers Association, Mr Sung Ng, on 
his return from a trip to Beijing, had said that China is contemplating the 
setting up [of] stock exchanges in its Special Economic Zones. He said the 
proposal to set up stock exchanges was made by his association. 


China, which has had no exchange since the communist takeover in 1949, is now 
encouraging the expansion of private and collective enterprises. It is felt 
stock exchanges will faciliate raising the necessary capital to finance these 
businesses without using the government funds. 





Li said the chief factor in having a stock market with high turnover is public 
savings. People should have enough spare money to invest in stocks. And even 
if people in China have spare money, the question is whether they are free to 
use their savings. 


Another requirement of a vell-developed stock market is an efficient commercial 
infrastructure. But China's communications network, banking system, legal 
services, accounting and auditing services and other technical services are 
far behind the standards an international financial centre demands. 
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Li said it will also take considerable time to educate the people in China on 
the operations of the stock market. Most people have poor knowledge of a stock 
market. Some even have never heard about it. 


It is also difficult to attract foreign investment in the present conditions. 
Foreign exchange controls are still operating in China, even in Special Eco- 
nomic Zones. 


Li said the country's priorities are different. It is mainly interested in 
developing industries and not a financial centre. 


Towards this goal, China wants to import foreign technology. Many international 
banking institutions planning to enter China are most probably interested in 
providing project finance and trade finance. 


Li pointed out that the banking system in China is unable to support a well- 
developed stock market. 


Only this month, for the first time since 1949, the Chinese government has 
allowed the Shanghai branch offices of our foreign banks--the Hong Kong bank, 
the Chartered Bank, the Bank of East Asia and Hua Chiao Commercial Bank--to 
accept toreign currency deposits and offer loans at their own interest rates. 


In addition, these four banks can also accept renminbi savings deposits at an 
interest rate the Bank of China offers. The Bank of China in Shanghai offers 
only one percent interest on savings deposits. 


These four banks had set up their offices in Shanghai over 35 years ago. They 
were permitted to retain their Shanghai offices after the communist takeover. 


Li said over these years, the four banks could only handle overseas trade 
finance and foreign currencies remittance. 


At present about, 60 international banking institutions have representative 
offices in Beijing, but they are not permitted to open branch offices to engage 


in general banking business. 


If China wishes to establish a well-developed stock market, the government must 
take these factors into account, Li said. 


CSO: 4020/65 
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HONG KONG MEDIA ON CHINA 


STATE COUNCIL DECIDES TO EXPAND SHANGHAI ECONOMIC ZONE 
HK270540 Hong Kong TA KUNG PAO in English 27 Dec 84 p 4 
[Text] The Shanghai Economic Zone is to be expanded to include Shanghai 


municipality and the whole of Jiangsu, Zhejiang, Anhui and Jiangxi provinces, 
according to a recent State Council decision. 





The Shanghai Economic Zone, established in January 1983, originally included 
only Shanghai and nine cities in Jiangsu and Zhejiang provinces. 


The decision further breaks down the barriers between different regions which 
used to impede economic development. 


According to a recent issue of WORLD ECONOMIC HERALD, a weekly published in 
Shanghai, the expansion is due to growing pressure for the metropolis to play 
a larger role in China's overall economic reform. 


A front-page report says Shanghai should be more attractive to the rest of 
China. In doing so it must serve the larger economic zone and the <sest of 
the country. 


The expanded economic zone covers 49 cities and 301 counties. In this zone 
there are more than 100,000 industrial enterprises, accounting for 26.6 per- 
cent of the national total. 


The aggregate industrial and agricultural output value is around 240 billion 
yuan, accounting for 26.5 percent of the national total. Major agricultural 
and industrial goods as well as retail sales account for more than 20 per- 

cent of the country's total. 


The new economic zone will establish a production system with a balanced 
development of both light and heavy industries. 


The region is one of the most developed areas in China. It boasts of the big- 
gest port in China, the rich Yangtze River delta, strong machine-building 
industry, rich energy, non-ferrous metals and other natural resources. It 
will become China's biggest iron and steel of petrochemicals production centre. 








With 1.27 million researchers in natural sciences and 169 institutes of high 
learning, the economic zone will serve as a beachhead for China's moderniza- 
tion. 


The expansion of the Shanghai Economic Zone was necessitated by the current 
drive to restructure China's economy as a whole with focus on the urban 
economy. This will help develop economic relations among enterprises and 
regions and speed up the rationalization of the economic structure, production 
set-up and geographical distribution of enterprises. 


The economic zone will also be attractive to foreign investors as 5 of the 14 
open coastal cities are in the zone. 


CSO: 4020/60 
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HONG KONG ECONOMIC TRENDS 






PRC BANK TO OPEN 10 MORE BRANCHES OVER 2 YEARS 





HK310533 Hong Kong SOUTH CHINA MORNING POST in English 31 Dec 84 Business News 
Supplement p l 






[Text] Sin Hua Trust, Savings and Commercial Bank Ltd, a sister bank of the 
Bank of China (BOC), plans to open 10 more branches in Hong Kong in the next 
two years. 












Its director, Mr Nelson Tsao, said the number of branches on both sides of 
the harbour will be 50 by 1986. 






He said the bank is also considering forming two or three joint ventures with 
local businessmen to invest in China. 







"We are still studying our plans for the joint ventures," he said. 





So far the bank has invested about $500 million in China through loans and 
joint ventures, he said. 





Sin Hua Bank, China's first savings bank, celebrated its 70th anniversary in 
Hong Kong on Friday. 












Mr Tsao said one of the major jobs for the bank next year will be to assist 
in the technical renovation of China's backward industrial enterprises. 


He said the bank, through its joint venture securities firm, will help Chinese 
State enterprises go public. 


Sin Hua and Po Sang Bank, another BOC sister bank, jointly formed the Chung 
Mao Securities Ltd earlier this year. 


It was viewed as a bold move for China to diversify its interests and to 
familiarise itself with the stock exchange mechanism. 


He believes industrial enterprises will be among the first Chinese firms to 
go public in Hong Kong. 


"And Chung Mao might become their underwriter," he said, adding that there has 
not been any definite plan for Chinese enterprises to go public. 
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In addition, Mr Tsao said, China's open-door policy has brought in more loan 
and finance opportunities to Hong Kong banks. 


He is confident that China will maintain its open-door policy and that island 
cities, like the coastal cities, will also be opened to investors. 
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